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Key  to  Table  of  Contents 


Primary  Markets 


Industry  Specific 

Cross  Industry 
Application  Solutions 

Bank 

- Banking  and  finance 

AC 

- Accounting 

BServ 

- Business  services 

ES 

- Engineering/scientific 

(accountants,  lawyers) 

ET 

- Education  and  training 

Dis 

- Distribution 

HR 

- Human  resources 

DMan 

- Discrete  manufacturing 

OS 

- Office  systems 

Educ 

- Education 

PA 

- Planning  and  analysis 

Fed 

- Federal  government 

SA 

- Sales/marketing 

HS 

- Health  services 

Ins 

- Insurance 

Other 

Loc 

- Local  government 

Man 

- Manufacturing 

CASE 

- Computer-aided 

PMan 

- Process  manufacturing 

software  engineering 

PServ 

- Personal/consumer  services 

COM 

- Computer  output 

RSal 

- Retail  sales 

microfilm 

St 

- State  government 

DB 

- On-line  data  base 

Tele 

- Telecommunications 

services 

Tran 

- Transportation 

DR 

- Disaster  recovery 

Util 

- Utilities 

EC 

- Electronic  commerce 

WSal 

- Wholesale  sales 

INT 

- Internet 

Misc 

- Construction/agriculture 

Product/Service  Offering 


1 = Processing  Services 

2 = Network  Services 

3 = Applications  Software  Products 

4 = Systems  Software  Products 


5 = VAR/Turnkey  Systems 

6 = Professional  Services 

7 = Systems  Integration 

8 = Outsourcing 
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Company  Name 

Action  Technologies,  Inc. 

Acxiom  Corporation 
Adobe  Systems,  Inc. 

ADP  Financial  Services 
Advantis 

Affiliated  Computer  Services,  Inc. 

ALLTEL  Information  Services,  Inc. 

America  Online,  Inc. 

American  Business  Computer 
See:  Sterling  Commerce,  Inc. 

American  Management  Systems,  Inc. 

American  Software,  Inc. 

Ameritech  Corporation 
Anacomp,  Inc. 

Analysts  International  Corporation 
Andersen  Consulting 
Applix,  Inc. 

Arkansas  Systems,  Inc. 

Arthur  D.  Little,  Inc. 

AT&T  Global  Information  Solutions 
(name  changed  to  NCR) 


Date 

Primary 

Markets 

Primary 

Product/ 

Service 

Offering 

12/95 

Cross/P  A/INT 

3,4 

7/96 

Cross/SA 

L2,5 

5/96 

Cross/OS 

4 

3/96 

Bank 

8,3 

6/95 

Cross 

1,2,8 

3/96 

Bank,  Cross 

1,  8,  7 

8/96 

Bank,  HS,  Tele 

8,3 

4/96 

Cross/DB 

2 

5/96 

Tele,  Bank,  Fed, 
Loc,  Educ 

6,7 

2/96 

Cross,  DMan,  Dis, 
HS 

3 

10/95 

Cross 

2,  6,  7,  3 

3/96 

Cross/COM 

1 

1/96 

Cross 

6 

5/96 

Cross 

7,6 

8/96 

Cross/INT 

4 

2/96 

Bank,  Cross 

3,  4,  6 

8/96 

Cross 

6 

7/95 

Bank,  RSal,  Tran, 
Man,  Tele,  St 

6,  7,  3,  4 
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AT&T  Solutions 
Autodesk,  Inc. 

Automatic  Data  Processing,  Inc. 

Auto-trol  Technology  Corporation 

Avalon  Software,  Inc. 

Baan  Company,  N.V. 

BACHMAN  Information  Systems,  Inc. 
(name  changed  to  Cayenne  Software) 

Bell  Atlantic  Corporation 

Bell  Atlantic  Business  Systems  Services 
See:  DecisionOne  Corporation 

Bell  Atlantic  Network  Integration,  Inc. 

BellSouth  Corporation 
BISYS  Group,  Inc.  (The) 

Boeing  Information  Services 
Boole  & Babbage,  Inc. 

Boston  Consulting  Group,  Inc. 
Brainstorm  Technologies,  Inc. 

Broadway  & Seymour,  Inc. 

Broderbund  Software,  Inc. 

BSG  Alliance/IT,  Inc. 

Business@Web,  Inc. 

(name  changed  to  OneWave,  Inc.) 

CACI  International 

Cadence  Design  Systems,  Inc. 

Cambar  Software,  Inc. 

Cambridge  Technology  Partners,  Inc. 

Candle  Corporation 

CAP  GEMINI  America 

Ceridian  Corporation 

Ceridian  Employer  Services 

Checkpoint  Software  Technologies,  Ltd. 


Page  2 


6/96 

Bank,  Man,  Dis, 
Tran,  Tele,  Util,  HS 

6,  7,8 

7/96 

Cross/ES 

3 

6/96 

Cross/HR,  AC 

1,2 

8/96 

DMan,  PMan,  Util 

3,  5,  6 

5/94 

DMan,  PMan,  Dis 

3 

6/95 

DMan,  Dis 

3 

2/96 

Cross/CASE 

4 

5/96 

Cross 

6,  3,  4, 

8/96 

Bank,  Educ,  BServ, 
HS,  St 

7,8 

11/95 

Cross 

2,7 

2/96 

Bank 

1,8 

4/94 

Fed 

6,7 

3/96 

Cross 

4 

5/96 

Cross 

6 

3/96 

Cross 

4 

10/95 

Bank 

7,  6,3 

8/96 

PServ,  Educ 

3 

4/96 

PMan,  Ins,  Tele, 
Tran 

6,7 

4/96 

Cross/INT 

3,6 

2/94 

Fed 

6,8 

6/96 

Cross/ES 

3 

2/96 

WSal,  DMan 

3 

6/96 

Ins,  Man,  Bank,  Tele 

6,7 

6/94 

Cross 

4 

7/96 

Cross 

6,7 

4/95 

Cross/Fed 

1,7 

4/95 

Cross 

1 

7/96 

Cross/INT 

4 
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Cincinnati  Bell  Information 
Systems  Inc. 

8/96 

Tele,  Fed 

1,3,6 

Cincom  Systems,  Inc. 

6/96 

Cross,  Man 

4,3 

Cisco  Systems,  Inc. 

5/95 

Cross 

— 

Comdisco  Disaster  Recovery  Services 

9/96 

Cross/DR 

1,8 

Complete  Business  Solutions,  Inc. 

2/96 

Cross 

6,7 

Compression  Labs,  Incorporated 

6/96 

Cross 

5 

CompuServe  Incorporated 

4/96 

Cross/DB 

2,3 

Computer  Associates  International, 
Inc. 

1/96 

Cross,  DMan 

4,3 

Computer  Horizons  Corp. 

6/96 

DMan,  PMan,  Tele, 
Bank 

6,7 

Computer  Outsourcing  Services,  Inc. 

4/96 

Cross/HR,DMan, 
PMan,  HS 

1,8 

Computer  Sciences  Corporation 

2/96 

Fed,  Man,  Bank,  Ins 

6,  7,  8 

Computer  Task  Group,  Inc. 

9/96 

DMan,  PMan,  Bank 
BServ 

6,7 

CompuTrac,  Inc. 

6/96 

BServ 

5 

Compuware  Corporation 

3/96 

Cross 

4,6 

Comshare,  Inc. 

2/96 

Cross/PA 

3,6 

Consilium,  Inc. 

3/96 

DMan,  PMan 

3,6 

Continuum  Company,  Inc.  (The) 
(acquired  by  Computer  Sciences  Corp) 

1/96 

Ins,  Bank 

6,  3,  1,  8 

Coopers  & Lybrand  Consulting 

5/96 

Cross 

6,7 

Cordant,  Inc. 

3/95 

Fed,  DMan,  PMan 

7,6 

Corporate  Computing  International 

9/94 

Cross 

4,6 

Corporate  Systems,  Ltd. 

10/95 

Cross/HR 

1,6 

CSG  SYSTEMS,  Inc. 

4/95 

Tele 

1 

Cutler-Williams,  Inc. 

2/95 

Cross 

6,7 

CyberGuard  Corporation 

8/96 

Cross/INT 

4 

CyCare  Systems,  Inc. 

(acquired  by  HBO  & Company) 

5/95 

HS 

1,5,8 

Daly  & Wolcott,  Inc. 

7/95 

Dis,  Man 

3,6 

DataTimes  Corporation 

4/95 

Cross/DB 

2 

DataWorks  Corporation 

3/96 

DMan 

3 

DecisionOne  Corporation 

4/96 

Cross 

6,8 
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Deloitte  & Touche  Consulting  Group/ICS 
Delphi  Information  Systems,  Inc. 

Delta  Consulting  Group,  Inc. 

Dialog  Information  Services,  Inc. 

See:  Knight-Ridder  Information,  Inc. 

Diba,  Inc. 

Digital  Equipment  Corporation 
Dimension  X 

Donnelley  Enterprise  Solutions,  Inc. 

Dun  & Bradstreet  Software 

Easel  Corporation 
EDS 

ENTEX  Information  Services 
Equifax  Inc. 

Ernst  & Young  LLP  Management 
Consulting 

First  Data  Corporation 

FIserv,  Inc. 

Friedman  Associates 

Frontier  Technologies  Corporation 

Geac  Computer  Corporation  Limited 

GE  Information  Services 

General  Magic,  Inc. 

GENESYS  Software  Systems,  Inc. 

Genix  Group  (The) 

(acquired  by  Affiliated  Computer  Services) 

Global  Internet  Access  Services,  Inc. 

Gupta  Corporation 
(name  changed  to  Centura  Software) 

Hart  e-Hanks  Data  Technologies 

HBO  & Company 


9/96 

Cross 

6 

3/96 

Ins 

5,6 

5/96 

Ban,  HS,  Man, 
Tele 

6 

9/96 

Cross/INT 

4 

1/96 

Cross 

7,8,  6,  4 

8/96 

Cross/INT 

4 

3/96 

Cross 

6,  7,8 

6/94 

Cross/HR/AC 

DMan 

3 

5/94 

Cross 

4 

7/96 

Bank,  Ins,  Fed 
St,  DMan,  Tele 

1,  6,  7,  8 

9/96 

Cross 

5,7 

5/96 

Ins,  Bank,  RSal 

1,2,3 

9/95 

DMan,  PMan,  Ins, 
Bank,  Util,  Tele,  HS 

6,  7,  8,  4 

6/96 

Bank,  RDis,  HS, 
Cross 

1 

5/95 

Bank 

1,2,  8,3 

2/96 

DMan,  PMan,  WSal 

3 

8/96 

Cross/INT 

4 

9/96 

Bank,  Pserv,  Man 
Loc 

3,5 

9/95 

Bank,  DMan,  PMan, 
Cross 

1,2 

7/96 

Cross/INT 

3,4 

12/94 

Cross/HR 

3 

4/96 

PMan,  DMan,  Bank, 
Ins,  HS 

8 

8/96 

Cross/INT 

7,  2,4 

5/95 

Cross 

4 

9/96 

Cross/SA 

1,  3 

11/95 

HS 

5,  1,  6 
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Health  Data  Sciences  Corporation 

Hewlett-Packard  Company 

Hogan  Systems,  Inc. 

(acquired  by  The  Continuum  Company) 

Hyperion  Software  Corporation 

IBM  Integrated  Systems  Solutions 
Corporation 

iCat  Corporation 

IMREX  Computer  Systems,  Inc. 

I-NET,  Inc. 

Infonet  Services  Corporation 

Information  America,  Inc. 

(acquired  by  West  Publishing) 

Information  Builders,  Inc. 

Informix  Software 

Infoseek  Corporation 

InPower 

Integral  Systems,  Inc. 

Intuit  Inc. 

ISM  Information  Systems 
Management  Corporation 
(acquired  by  IBM  Canada) 

Jack  Henry  & Associates,  Inc. 

J.D.  Edwards  & Company 

Keane,  Inc. 

Kenan  Systems  Corporation 

Knight-Ridder  Information,  Inc. 

KPMG  Peat  Marwick  L.L.P. 

Lante  Corporation 

Lawson  Software 

LEGENT  Corporation 
(acquired  by  Computer  Associates) 

LGS  Group  Inc. 

Liant  Software  Corporation 

Litton  Computer  Services 


2/95 

HS 

5 

4/95 

Cross 

6,  7,8 

2/96 

Cross/AC/HR 

"> 

J> 

7/95 

Bank,  Ins,  HS, 
Dis,  Tran,  Man, 
Tele,  Util 

8,  7,  1 

9/96 

Cross/INT 

4 

10/94 

WSal,  RSal,  DMan 

3,6 

9/96 

Fed,  Ener,  Man,  Bank  7,  8 
HS 

7/96 

Cross 

2,8 

5/94 

BServ 

2 

8/95 

Cross 

4,6 

4/95 

Cross 

4,3 

9/96 

Cross/INT 

4 

9/95 

Cross/HR 

3 

2/94 

Cross/AC/HR 

3 

3/96 

Cross,  Pserv 

3 

7/94 

Fed,  St,  Bank 

8,  7, 
1,2 

1/96 

Bank 

5,  1,7,  5 

3/95 

Cross/AC/HR 

3 

11/94 

Cross 

6 

7/95 

Tele,  Man,  Bank,  Fed  3,  6 

7/95 

Cross/DB 

2 

5/96 

Cross 

6,7 

9/94 

Cross 

6 

2/96 

Cross/AC/HR 

3,6 

5/95 

Cross 

4 

9/95 

Cross 

6,  7,8 

2/96 

Cross 

4 

6/96 

Cross 

1,2,  7, 
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INPUT 


Logica  Inc. 

Lotus  Development  Corporation 
(acquired  by  IBM) 

Macromedia,  Inc. 

Manugistics  Group,  Inc. 

Marcam  Corporation 

May  & Speh,  Inc. 

McKinsey  & Company,  Inc. 

MDIS  North  America 

Mead  Data  Central 
(name  changed  to  LEXIS-NEXIS) 

Medical  Information  Technology,  Inc. 
(MEDITECH) 

Meta-Software,  Inc. 

Microsoft  Corporation 

M&I  Data  Services,  Inc. 

Milkyway  Networks  Corporation 

Moore  Business  Communication  Services 

National  Data  Corporation 

NETCOM  On-Line  Communication 
Services,  Inc. 

Netscape  Communications  Corporation 
NeXT  Software,  Inc. 

Novell,  Inc. 

Omnipoint  Corporation 
Open  Market,  Inc. 

Oracle  Corporation 
O’Reilly  & Associates,  Inc. 

Pacific  Telesis  Group 
Parametric  Technology  Corporation 
Paychex,  Inc. 

Pentamation  Enterprises,  Inc. 

PeopleSoft,  Inc. 

Perot  Systems  Corporation 
PictureTel  Corporation 


1/95 

Bank,  Ins,  Tele 

6,7 

6/95 

Cross 

3 

8/96 

PMan,  Cross/INT 

3,4 

9/95 

Cross 

3,4 

5/95 

PMan 

o 

J 

4/96 

Cross 

1,8 

8/95 

Cross 

6 

5/95 

DMan,  Cross 

3,4 

6/94 

Cross/DB 

2 

3/96 

HS 

3 

12/95 

DMan 

3,  6 

4/96 

Cross/OS 

3,4,2 

6/96 

Bank 

1,3,8 

9/96 

Cross/INT 

4 

6/96 

Cross 

1 

2/96 

RSal,  Bank,  HS 

1,2,5 

11/95 

Cross/INT 

2 

5/96 

Cross/INT 

3,4 

9/96 

Cross/INT 

4 

3/96 

Cross 

4 

9/96 

Cross 

2 

7/96 

Cross/INT 

4 

4/96 

Cross 

4,3 

8/96 

Cross/INT 

4 

6/94 

Cross 

2,  6,  7 

2/96 

DMan 

3 

9/96 

Cross/HR 

1,8 

10/94 

Educ,  St,  Loc 

3,6 

9/96 

Cross/HR 

3 

7/96 

Cross 

6,  7,8 

8/96 

Cross 

5 
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PKS  Information  Services,  Inc. 

5/95 

Cross 

8 

Platinum  Software  Corporation 

3/96 

Cross 

PointCast,  Inc. 

9/96 

Cross/INT 

2 

Policy  Management  Systems 
Corporation 

7/95 

Ins 

1,3,8 

Power  Computing  Company 

5/94 

Cross 

8,  6,  1 

PRC  Inc. 

7/94 

Fed 

6,7 

Progress  Software  Corporation 

6/94 

Cross 

4 

PSINet,  Inc 

8/96 

Cross/INT 

2,4 

QAD,  INC. 

4/95 

DMan,  PMan 

3,6 

QUALCOMM  Incorporated 

4/96 

Cross,  Tran 

2,5 

Quarterdeck  Corporation 

8/96 

Cross/INT 

4 

Radnet,  Inc. 

8/96 

Cross/INT 

4 

RAILING 

6/96 

Tran 

2 

Raptor  Systems,  Inc. 

8/96 

Cross/INT 

4 

Ross  Systems,  Inc. 

2/96 

Cross/ AC,  Man 

- •> 

J 

RSA  Data  Security,  Inc. 

5/96 

Serv 

4,6 

SAP  America,  Inc. 

2/95 

Cross/ AC 

3 

Sapient  Corporation 

3/96 

Cross 

6 

SAS  Institute  Inc. 

5/96 

Cross/PA 

3,4 

Science  Applications  International  Corp. 

8/96 

Fed,  St,  Loc,Tran 

6,  7,8 

SCO 

8/96 

Cross 

4 

SEI  Corporation 

5/94 

Bank 

1,8,3 

Shared  Medical  Systems  Corporation 

6/96 

HS 

8,  1,3,5 

Shaw  Systems  Associates,  Inc. 

11/94 

Bank 

3 

SHL  Systemhouse  Inc. 
(acquired  by  MCI) 

2/95 

Cross 

7,  6,8 

SoftKey  International,  Inc. 

7/96 

PServ,  Educ 

3 

Software  Maintenance  Specialists 

8/96 

DMan,  HS,  Bank, 
Ins 

8,  7,6 

Software  Publishing  Corporation 

9/94 

Cross 

3 

Spider  Technologies,  Inc. 

8/96 

Cross/INT 

4 

Sprint  Corporation 

9/96 

Cross 

2 

Spyglass,  Inc. 

7/96 

Cross/INT 

4 

Sterling  Commerce,  Inc. 

4/96 

Cross/EC,  Bank 

2,3 
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Sterling  Software,  Inc. 

4/96 

Cross,  Fed,  RSal 
Bank 

6,  8,4 
3,2 

St.  Paul  Software 

1/95 

DMan,  Dis 

3 

Subscriber  Computing,  Inc. 

2/94 

Tele 

'J 

SunGard  Data  Systems,  Inc. 

4/96 

Bank,  Cross/DR 

1,3,6 

Supply  Tech,  Inc. 

7/96 

Cross/EC 

4 

Sybase 

5/95 

Cross 

4,6 

System  Software  Associates,  Inc. 

9/96 

DMan,  Dis 

'J 

Systems  & Computer  Technology 
Corporation 

2/96 

Educ,  St,  Loc, 
Fed,  Man,  Dis 

8,3 

Technalysis  Corporation 
See:  Compuware  Corporation 

Technology  Solutions  Company  (TSC) 

10/95 

Dis,  DMan,  PMan, 
Bank,  Ins,  HS 

7 

Terrano  Corporation 
(name  change  to  Dynamic  Healthcare 
Technologies,  Inc.) 

5/94 

HS 

5 

Tesseract  Corporation 

2/94 

Cross/HR 

3,6 

Thomson  Financial  Services 

3/95 

Cross/DB 

2,3 

Thomson  Professional  Publishing 

6/95 

BServ 

2 

Timberline  Software  Corporation 

5/94 

BServ,  Misc 

3 

Triad  Systems  Corporation 

3/96 

RDis 

5 

TuneUp.com,  Inc. 

9/96 

Cross/INT 

2,4 

Unisys  Corporation 

5/96 

Bank,  Gov,  Tele, 
Trans,  Man 

6,  7,8 

U.S.  Intelco  Networks,  Inc. 

3/95 

Tele 

1 

UUNET  Technologies,  Inc. 

8/95 

Cross/INT 

2 

Vanstar  Corporation 

3/96 

Cross 

8,  7,5 

VeriSign,  Inc. 

3/96 

Cross 

4,6 

Walker  Interactive  Systems,  Inc. 

8/96 

Cross/  AC/PA 

3 

West  Publishing  Company 

8/95 

BServ 

2,3 

Wildfire  Communications,  Inc. 

4/96 

Cross/OS 

3 

Worldwide  Chain  Store 
Systems,  Inc. 

3/96 

Man,  Dis 

3 

Yahoo!  Inc. 

8/96 

Cross/INT 

2 
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CACI  INTERNATIONAL  INC. 


1100  North  Glebe  Road 
Arlington,  VA  22201 


Chairman,  President, 
& CEO: 

Status:  I 

Total  Employees: 
Total  Revenue: 

Fiscal  Year  End: 


J.P.  London, 
Public  Corporation 


Phone:  (703)841-7800 
Fax:  (703)  528-7232 


2,900  (12/93) 
$145,148,000 


6/30/93 


Key  Points 


CACI,  an  international  information  technology  (IT)  products  and 
services  corporation,  specializes  in  developing  and  integrating 
systems,  software  and  simulation  products  in  support  of  government 
agencies  and  commercial  enterprises  worldwide. 

Over  the  past  three  years,  Jack  London,  chairman,  president  and 
chief  executive,  has  repositioned  the  32-year  old  CACI  as  a premier 
IT  company  and  has  managed  to  secure  sizable  information  systems 
contracts  from  the  Department  of  Defense  Information  Systems 
Agency,  the  U.S.  Army  and  the  Department  of  Justice. 

During  fiscal  1993,  CACI  won  10  of  the  12  major  bids  submitted  and 
every  contract  recompeted. 

In  late  1993,  CACI  acquired  the  federal  government  systems 
business  of  SofTech,  expanding  CACI's  expertise  in  integration, 
software  reuse  and  development  and  simulation,  as  well  as  forming  a 
stronger  presence  within  the  U.S.  Air  Force. 

In  the  fourth  quarter  of  fiscal  1993,  discussions  involving  a possible 
merger  between  CACI  and  COMARCO  Inc.  were  terminated. 


February  1 994 


Copyright  1994  by  INPUT.  Reproduction  Prohibited 


Page  1 of  13 


CACI  INTERNATIONAL  INC. 


INPUT 


Company 

Description 


Strategy 


CACI  International,  founded  in  1962,  is  an  international  organization 
that  provides  a range  of  professional  services,  proprietary  software 
products,  systems  integration  and  systems  operations  services  to 
government  and  commercial  clients  throughout  North  America  and 
Western  Europe. 

Products  and  services  provided  include  computer-based  information 
technology,  systems,  custom  software,  integration  and  operations 
imaging  and  document  management,  simulation  and  proprietary 
database  and  software  products. 


Over  the  past  several  years,  CACI  management  has  repositioned  the 
company  within  the  IT  industry  to  achieve  greater  growth.  CACI  has 
moved  from  a "diversified  professional  and  technical  services"  company 
to  an  IT  company  delivering  total  IT  solutions-integrating  clients' 
technology  needs  for  hardware,  software,  networks,  multimedia, 
telecommunications  and  imaging-to  help  clients  improve  the  state  of 
their  business  practices. 

• With  IT  as  its  main  focus,  CACI  is  now  pursuing  clients  across  the 
spectrum  of  government  and  commercial  markets.  More  than  40% 
of  fiscal  1993's  new  contract  awards  are  with  clients  outside  the 
defense  industry. 

• To  position  the  company  in  the  IT  industry,  CACI  has  developed 
core  tools,  methodologies  and  products  to  leverage  its  clients' 
technology  investments  and  maximize  their  business  processes. 

• The  investment  in  the  CACI  Advanced  Technology  Center  (CATC) 
and  the  formation  of  a central  business  development  unit  are 
investments  to  drive  internal  growth.  The  CATC  gives  CACI  the 
ability  to  transfer  technology  from  one  business  group  to  another, 
develop  new  applications  and  display  products  and  abilities  to 
potential  clients.  CACI's  central  business  development  unit  is 
driving  a corporate  approach  to  new  business  development  and 
focusing  resources  to  pursue  larger  and  better  opportunities. 

• Through  both  internal  growth  and  acquisitions,  CACI's  goal  is  to 
have  $300  million  in  revenues  by  the  end  of  fiscal  1996  and  to  have 
shown  consistent  earnings  growth. 
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Financials  CACI's  fiscal  1993  revenue  reached  $145.1  million,  a 4%  increase  over 

fiscal  1992  revenue  of  $139.9  million.  Net  income  for  fiscal  1993 
declined  29%  to  $3.0  million  and  includes  real  estate  lease  litigation 
settlement  costs  of  $1.9  million. 

A five-year  financial  summary  follows: 


CACI  INTERNATIONAL  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/93 

6/92 

6/91 

6/90 

6/89 

Revenue 

$145.1 

$139.9 

$136.9 

$148.1 

$146.1 

■ Percent  increase 

from  previous  year 

4% 

3% 

(8%) 

1% 

6% 

Income  before  taxes 
• Percent  increase 

$4.9 

(a) 

$7.1 

$0.7 

(a) 

$5.8 

$5.0 

(decrease)  from 

previous  year 

(31%) 

914% 

(88%) 

15% 

(14%) 

• Gross  margin 

3% 

5% 

1% 

4% 

3% 

Net  income 

$3.0 

$4.2 

$1.0 

$4.0 

$3.7 

• Percent  increase 
(decrease)  from 

previous  year 

(29%) 

320% 

(75%) 

8% 

(8%) 

• Net  margin 

2% 

3% 

1% 

3% 

3% 

Earnings  per  share 

$0.29 

$0.40 

$0.10 

$0.35 

$0.31 

• Percent  increase 
(decrease)  from 

previous  year 

(28%) 

300% 

(71%) 

13% 

(6%) 

(a)  Includes  excess  facilities  and  lease  cancellation  fees  of  approximately  $1.9  million  in  fiscal  1993  and 
$2.4  million  in  fiscal  1991. 


Revenue  increases  in  fiscal  1993  were  due  to  a 23%  ($7.2  million) 
increase  in  commercial  revenue  and  a 4%  ($3.2  million)  increase  in 
DoD  revenue,  offset  by  an  18%  ($5.1  million)  decline  in  revenue  from 
non-DoD  federal  agencies. 

• The  growth  in  commercial  revenue  came  from  the  acquisition  of 
American  Legal  Systems  on  July  1992,  which  generated  $5.6  million 
in  revenue,  and  from  a 16%  ($2.1  million)  growth  in  U.K.-based 
marketing  systems  sales  due  to  recovery  in  the  U.K.  economy  and  an 
increase  in  sales  staff  and  marketing  resources. 
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• The  decline  in  non-DoD  federal  government  revenue  was  primarily 
in  Department  of  Justice  (DoJ)  revenue.  CACI  provides  automated 
litigation  support  services  to  the  DoJ  and  the  service  level  is 
dependent  on  litigation  case  loads,  which  were  down  during  the  year. 
CACI  has  won  new  contracts  with  the  DoJ  for  litigation  support 
services  and  revenue  in  this  area  is  expected  to  increase  during  fiscal 
1994. 

• The  growth  in  DoD  revenue  was  primarily  from  existing  contracts. 
CACI  was  awarded  several  contracts  in  the  last  quarter  of  fiscal  1993 
and  DoD  revenue  for  fiscal  1994  is  expected  to  show  an  increased 
growth  rate. 

Revenue  for  the  six  months  ending  December  31,  1993  reached  $82.2 
million,  up  14%  from  the  same  period  in  1992.  Net  income  reached 
$2.5  million,  up  almost  190%  from  the  same  period  a year  ago.  End  of 
quarter  backlog  was  a record  $693  million  versus  $366  million  on 
December  31,  1992. 


Market  Revenue  from  contracts  with  the  U.S.  government  contributed 

Financials  approximately  71%  to  CACI's  total  revenue  in  fiscal  1993  and  the 

remaining  29%  of  revenue  was  derived  from  commercial  clients. 

A three-year  summary  of  source  of  revenue  follows: 

CACI  INTERNATIONAL  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/93 

6/92 

6/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Federal  government 
• DoD 

$80.0 

55% 

$75.0 

54% 

$69.0 

51% 

Other  agencies 

23.0 

16% 

28.0 

20% 

18.0 

20% 

$103.0 

71% 

$103.0 

74% 

$97.0 

71% 

Commercial  clients 

$42.2 

29% 

$36.9 

20% 

$39.1 

29% 

TOTAL 

$145.2 

100% 

$139.9 

100% 

$136.1 

100% 

Federal  government  revenue  is  derived  from  the  DoD  and  other  non- 
DoD  agencies. 
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Acquisitions 


Key  Products 
and  Services 


In  December  1993,  CACI  completed  the  acquisition  of  the  government 
systems  business  of  SofTech,  Inc.,  a $25  million  per  year  information 
technology  business  with  expertise  in  software  reuse,  software 
conversion  and  migration,  embedded  tactical  software  and  simulation 
and  modeling.  The  purchase  price  was  approximately  $4.2  million. 

• The  acquisition  adds  approximately  210  new  employees  and 
principal  offices  in  Dayton  (OH),  Alexandria  (VA),  Colorado 
Springs  (CO),  Latham  (UT)  and  Waltham  (MA). 

• The  deal  is  expected  to  contribute  approximately  $15  million  in 
revenue  and  $440,000  in  net  after  tax  income  to  CACI's  fiscal  1994 
results  and  about  $25  million  in  revenue  and  $750,000  of  net  after 
tax  income  on  an  annualized  basis. 

In  October  1993,  CACI  acquired  the  Miracle  accounting  system  and 
associated  client  base  from  U.K.-based  Miracle  Products  Ltd. 

• The  acquisition  included  five  employees  and  will  add  $700,000  in 
annual  revenue  to  the  company's  U.K.  operations. 

• The  acquisition  complements  CACI's  existing  Ingres-based 
PROPHECY  accounting  product  and  its  FMMS  facilities 
management  system  and  gives  CACI  an  installed  base  of  over  70 
clients  using  its  accounting  systems. 

In  September  1993,  CACI  acquired  the  Pinpoint  geodemographic 
business  of  MAI,  pic,  a $1.5  million  per  year  U.K. -based  market 
analysis  business  which  previously  competed  with  CACI's  InSite 
proprietary  product. 

In  July  1992,  CACI  acquired  American  Legal  Systems  Corporation 
(ALS)  of  New  York  (NY)  for  approximately  $2.8  million  plus 
contingency  payments  based  on  future  performance.  The  transaction 
was  accounted  for  as  a purchase. 

• ALS  is  a service  company  providing  applications  programming  and 
litigation  support  to  law  firms  and  corporate  legal  departments. 

• ALS  had  approximately  200  employees  at  the  time  of  the  acquisition. 


CACI  offers  products/services  in  the  following  application  areas: 

• Business  process  redesign 

• Software  re-engineering 
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• Computer-aided  logistics/data  information  systems 

• Imaging  services 

• Simulation  systems  and  modeling 

• Automated  documents  and  records  management  systems 

• Executive  decision  support  systems  for  military  planners 

• Contracting  and  purchasing  systems 

• State  motor  vehicle  registration  and  related  management 
information  systems 

■ Litigation  support  systems  and  services 

• Inventory  management  and  control  systems 

• Inventory  levels  setting  and  allocation  systems 

• Weapon  systems/equipment  configuration  management  systems 

• Retail  and  point-of-sale  (POS)  information  systems 

• Retail  planning  systems 

• Site  location  and  analysis  systems 

• Sales  management  and  business  support  systems 

• Marketing  and  customer  database  management  systems 

• Manufacturing  requirements  planning  systems 

• Ammunition  management  information  systems 

• Airport  and  airspace  traffic  planning 

Contract  examples  include  the  following: 

■ In  December  1993,  CACI  was  awarded  an  $11.4  million,  five-year 
subcontract  with  Research  Planning,  Inc.  to  support  the  Department 
of  Defense  Integrated  Undersea  Surveillance  System  (IUSS)  In- 
Service  Engineering  Agent  and  help  the  Navy  address  fleet 
downsizing.  CACI  has  supported  the  IUSS  program  for  the  past  12 
years. 
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• In  October  1993,  CACI  was  awarded  a competitive  subcontract  in 
support  of  the  U.S.  Navy  Intra  Supply  Support  Operations  Program 
(ISSOP)  for  the  Fleet  Operations  Supply  Support  Assistance  Center 
in  Norfolk  (VA).  CACI  will  perform  as  subcontractor  to 
Management  Consulting,  Inc.  to  provide  logistics  support  services, 
including  material  handling,  distribution,  stowage,  inventory 
management  and  inventory  reconciliation  to  increase  supply 
readiness  throughout  the  fleet  located  along  the  U.S.  West  Coast 
and  the  Pacific  Ocean  area.  CACI's  share  under  the  subcontract  is 
expected  to  be  approximately  $20.3  million  over  a three-year  period. 

• In  September  1993,  CACI  was  awarded  a subcontract  valued  at  $14 
million  with  Price  Waterhouse  to  implement  a Department  of 
Interior  (DOI)  program  to  automate  DOI  requisitioning,  contracting 
and  purchasing  activities  and  develop  automated  interfaces  to 
financial  and  other  systems. 

■ In  July  1993,  CACI,  as  a member  of  an  IBM  team,  was  selected  to 
support  the  Army's  Sustaining  Base  Information  Services  (SBIS) 
program.  This  10-year,  $474  million  program  has  a potential  value 
to  CACI  of  a least  $70  million  (most  in  the  first  half  of  the  contract). 
The  SBIS  program  is  designed  to  modernize  installation  information 
management  systems  via  a transition  to  an  open  systems 
environment.  CACI's  role  includes  application  software 
development,  configuration  management,  simulation  and  integrated 
logistics  support. 

In  June  1993,  CACI  was  awarded  a five-year  contract  with  a 
potential  value  to  CACI  of  $40  million  by  the  Secretary  of  the  Army. 
CACI  will  provide  a range  of  automated  data  processing  services 
over  a variety  of  hardware  and  software  environments. 

In  May  1993,  CACI  was  awarded  a five-year  subcontract  by 
Management  Systems  Applications,  Inc.  to  provide  systems  planning 
and  support  services  for  the  Department  of  Defense,  Joint  Center 
for  Flexible  Computer-Integrated  Manufacturing.  The  contract  has 
a potential  value  to  CACI  of  $9.7  million. 

In  April  1993,  CACI  was  awarded  a contract  by  the  DoJ  to  supply 
nationwide  litigation  support  to  its  Environment  and  Natural 
Resources  Division.  CACI  is  one  of  three  companies  awarded 
contracts  with  a total  estimated  value  of  $223  million  over  a five-year 
period. 

- CACI's  largest  contract  to  date  had  been  a $130  million  contract 
awarded  in  mid-1991  for  litigation  support  services  for  the  Civil 
Division  of  the  DoJ. 


February  1 994 


Copyright  1994  by  INPUT.  Reproduction  Prohibited. 


Page  9 of  13 


CACI  INTERNATIONAL  INC. 


INPUT 


- In  July  1993,  CACI  was  also  awarded  a contract  by  the  DOJ  to 
provide  nationwide  litigation  support  services  to  the  Executive 
Office  for  United  States  Attorneys. 

Contracts  acquired  with  the  SofTech  government  business  include  the 
following: 

• One  of  SofTech's  largest  contracts  ($50  million  over  five  years)  is  its 
May  1993  win  to  support  the  Department  of  Defense  Information 
Systems  Agency's  Corporate  Information  Management  program  with 
Systems  Engineering  and  Technical  Assistance  services  (CIM 
SETA).  The  contract  includes  migration  to  open  systems,  software 
reuse  and  integration.  CACI  was  originally  selected  as  a 
subcontractor  in  the  CIM  SETA  contract  under  SofTech. 

• SofTech  also  has  a contract  with  the  U.S.  Army  to  develop  RAPID 
(Reusable  Ada  Packages  for  Information  Systems  Development),  a 
library  system  that  allows  programmers  to  find,  evaluate  and  retrieve 
reusable  software  components. 

• SofTech  has  also  had  several  contracts  with  the  Air  Force  related  to 
logistics  information  systems  under  the  Information  Systems 
Engineering,  Prototyping  and  Development  program. 

Simulation  Technology: 

Through  CACI  Products  Company,  Inc.,  the  company  offers  simulation 
and  modeling  software  products  for  license  and  as  part  of  the 
company's  professional  service  offerings. 

Products  are  available  for  a range  of  PC  and  mainframe  computers  and 
include  the  following: 

• SIMSCRIPT  II.5,  a simulation  programming  language 

• MODSIM  II,  an  object-oriented  programming  language 

• SIMFACTORY  II.5,  for  factory  planners  to  study  alternative  plant 
and  equipment  configurations 

• SIMPROCESS,  a prototyping  tool  for  business  process  re- 
engineering 

• SIMOBJECT,  a software  framework  for  the  reduction  of  time  and 
cost  in  building  simulation  models 

• NETWORK  II.5,  for  engineers  to  study  alternative  combinations  of 
computers  and  data  storage  devices 

• COMNET  II.5,  for  communications  engineers  to  study  wide-area 
networks  of  satellites,  land  lines,  switching  systems  and  protocols 

• COMNET  III,  an  object-oriented  product  for  the  prediction  of  local 
and  wide-area  network  performance 
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Competitors 


CACI's  primary  competitors  for  government  contracts  include 
Computer  Sciences  Corporation,  Computer  Data  Systems,  Inc., 
American  Management  Systems,  GRC  International  and  Martin 
Marietta. 


INPUT 

Assessment 


CACI's  strategy  to  cut  costs  and  focus  on  IT  business  has  been  working, 
with  record  revenue  and  net  income  for  the  first  half  of  fiscal  1994  and 
end-of-quarter  backlog  increasing  nearly  90%  over  the  same  period  in 
1992. 

With  the  acquisition  of  SofTech,  CACI  has  strengthened  its  IT 
expertise  in  integration,  software  reuse  and  development  and 
simulation.  A key  challenge  for  CACI  is  to  successfully  integrate 
SofTech's  expertise  into  CACI's  CATC  and  business  development  units 
and  to  leverage  SofTech's  contracts  in  government  markets  where 
CACI  has  little  exposure,  including  the  U.S.  Air  Force  and  classified 
U.S.  Navy  work. 

With  more  than  40%  of  fiscal  1993's  new  contract  awards  coming  from 
clients  outside  the  defense  industry,  CACI  is  successfully  expanding  its 
civil  agency  and  commercial  business. 

• Revenue  from  commercial  business  for  the  six  months  ending 
December  31,  1993  was  $25.1  million,  compared  to  $20.9  million  for 
the  same  period  in  1992. 

• The  acquisition  of  American  Legal  Systems  expands  CACI's 
litigation  work  to  law  firms  and  corporate  legal  departments. 

• CACI's  simulation  products  and  marketing  systems  business 
continues  to  grow  (revenue  increased  13%  during  the  first  half  of 
fiscal  1994).  The  products  are  used  by  a range  of  commercial  clients. 

• CACI  has  been  using  its  SIMprocess  product  to  help  clients  re- 
engineer their  operations  and  as  a tool  to  win  contracts,  providing 
CACI  some  leverage  in  the  hot  area  of  business  process  re- 
engineering. 
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Marketing  Systems: 

CACI's  marketing  information  products  are  used  by  clients  to  evaluate 
new  sites,  investigate  the  market  potential  for  product  offerings  and 
determine  customer  profiles. 

• Marketing  systems  include:  ACORN™,  a market  segmentation 
system;  InSite  • USA™,  a PC-based  geographic  information  system; 
and  Market*Master™,  for  database  marketing. 

• CACI  also  offers  SITER,  which  provides  detailed  demographic  and 
applied  market  research  data  for  any  geographic  area. 

• Prophecy  is  a financial  accounting  and  business  software  product 
distributed  by  CACI  in  the  U.K.  under  license  from  CSP  Australia. 

Other  Products: 

CACI  also  uses  several  other  products  to  win  contract  bids: 

• RENovate  is  used  to  recycle  applications  for  use  with  today's 
technology. 

• CIM/CLIP  is  targeted  toward  DoD  users  as  a life-cycle  management 
tool  for  a weapon  system  or  other  items  and  uses  the  CALS 
standard. 

• C*GATE  is  the  commercial  version  of  CIM/CLIP. 

• SACONS  was  developed  for  the  U.S.  Army  to  automate  the 
procurement  process.  Under  an  agreement  with  GE  Information 
Services  (GEIS),  SACONS  is  available  on-line.  The  civilian  agency 
version  is  SACONS-FEDERAL. 

• ADIIS  (Automated  Document  Imaging  Indexing  System)  quickly 
converts  volumes  of  documents  onto  optical  disks.  The  product  was 
key  to  winning  CACI's  contracts  with  the  DOJ. 

Computer  Hardware  and  Software: 

CACI's  Corporate  Information  Systems  Computer  Center,  located  in 
Arlington  (VA),  has  various  DEC  VAX  systems  installed. 

CACI's  Advanced  Technology  Center  (CATC),  also  located  in 
Arlington,  is  a focused  set  of  resources  to  help  CACI  accelerate  its  new 
business  growth  and  internal  high  technology  capabilities.  These 
resources  consist  of  a presentation  room,  and  facilities;  selected 
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hardware,  software  and  communications;  and  a continuously  evolving 
database,  developed  internally  and  purchased  from  other  vendors. 

Other  locations  of  the  company  use  a variety  of  computers  including 
DEC  VAX  and  IBM  systems  in  support  of  professional  services 
activities.  CACI's  computer  resources  are  integrated  on  an  Ethernet- 
based  corporate  network. 

Clients 

Federal  government  clients  include  the  DoJ,  the  Department  of 
Interior,  Voice  of  America  and  the  Federal  Aviation  Administration. 

A partial  list  of  commercial  clients,  by  operating  group,  follows: 

• Information  Systems  Group:  North  Carolina  Department  of 
Transportation,  Arizona  Department  of  Transportation 

• Marketing  Systems  Group:  Fannie  Mae,  CompuServe,  Litton 
Computer  Services,  AT&T,  Prudential  Insurance  Co. 

• Simulation  Systems  Group:  BDM;  Boeing;  Booz,  Allen  & 
Hamilton;  NCR  (AT&T  Global  Information  Solutions);  Hughes 
Aircraft 

Marketing 
and  Sales 

CACI  markets  its  IT  services  through  a direct  sales  force,  focusing 
primarily  on  large  federal  contract  capture. 

CACI's  software  products  are  sold  by  full-time  salespeople.  The 
company  has  also  established  several  distributor-type  sales  agreements 
for  the  sale  of  its  products  in  specified  overseas  markets. 

Alliances 

Since  March  1992,  CACI  has  had  an  alliance  with  NCR  (AT&T  Global 
Information  Solutions),  whereby,  the  two  companies  are  providing 
systems  integration  and  consulting  services  to  the  commercial  market. 

Under  an  agreement  with  GEIS,  CACI's  SACONS  automated 
procurement  product  is  available  on-line  on  the  GEIS  network. 

CACI  works  as  a prime  contractor  and  subcontractor  on  various 
government  contracts  and  has  relationships  with  a number  of  vendors, 
including  IBM,  DEC,  HP,  Oracle,  Unisys,  Microsoft  and  Sun 
Microsystems. 
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Commercial  revenue  is  derived  from  a variety  of  clients  in  the  discrete 
and  process  manufacturing,  retail  distribution,  telecommunications, 
information  services  and  other  industries  and  state  governments. 

For  the  six  months  ending  December  31,  1993,  approximately  70% 
($57.1  million)  of  revenue  came  from  federal  government  clients  and 
30%  ($25.1  million)  from  commercial  clients. 

INPUT  estimates  CACI's  fiscal  1993  U.S.  information  services  revenue 
was  approximately  $120  million  and  was  segmented  as  follows: 


Professional  services 

47% 

Systems  integration 

13% 

Systems  operations 

18% 

Software  products 

22% 

100% 

Geographic  Approximately  88%  of  CACI's  fiscal  1993  revenue  was  derived  from 

Markets  the  u.S.  and  12%  from  international  sources.  A three-year  financial 

summary  by  geographic  market  follows: 

CACI  INTERNATIONAL 

THREE-YEAR  GEOGRAPHIC  FINANCIAL  SUMMARY 


FISCAL  YEAR 

6/93 

6/92 

6/91 

$ 

PERCENT 

$ 

PERCENT 

$ 

PERCENT 

ITEM 

MILLIONS 

OF  TOTAL 

MILLIONS 

OF  TOTAL 

MILLIONS 

OF  TOTAL 

Revenue 
- U.S. 

$127.4 

88% 

$124.1 

89% 

$118.7 

87% 

- International 

17.7 

12% 

15.8 

. 11% 

17.4 

13% 

$145.1 

100% 

$139.9 

100% 

$136.1 

100% 

Net  income 
- U.S. 

$2.2 

73% 

$3.9 

93% 

$1.4 

140% 

- International 

0.8 

27% 

0.3 

7% 

104) 

(40%) 

$3.0 

100% 

$4.2 

100% 

$1.0 

100% 

For  the  first  half  of  fiscal  1994,  approximately  86%  ($70.3  million)  of 
revenue  was  derived  from  the  U.S.  and  14%  ($11.9  million)  was  derived 
from  international  sources. 


Operating  CACI  is  organized  into  three  strategic  units  as  follows: 

Structure 
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Employees 


• The  Information  Systems  Group  provides  professional  services, 
systems  integration  and  processing  services  to  government  and 
commercial  clients.  This  unit  includes  CACI,  Inc.-Federal  (software 
and  systems),  CACI  Field  Services  Inc.  (maintenance  and  systems 
engineering),  American  Legal  Services  Corporation  (commercial 
litigation  support  services);  CACI  Inc.-Commercial  (federal 
litigation  support  services);  and  CACI  Systems  Integration,  Inc. 

• The  Marketing  Systems  Group  provides  value  added  demographic 
and  geographic  data  collected  for  the  Census,  as  well  as  a variety  of 
software  products  to  aid  in  marketing  decisions. 

• The  Simulation  Systems  Group  includes  the  CACI  Products 
Company  and  provides  simulation  software  products  and  services 
primarily  to  commercial  users  such  as  aerospace  companies, 
telecommunications  companies  and  other  industrial-based  markets. 

CACI  Limited,  headquartered  in  London,  is  CACI's  major  operating 
subsidiary  in  Europe.  It  operates  primarily  in  support  of  CACI 
information  systems,  marketing  systems  and  simulation  technology  lines 
of  business  in  the  U.K.  and  Western  Europe. 

In  addition  to  its  headquarters,  CACI  has  operating  offices  and 
facilities  in  44  additional  locations  throughout  the  U.S.,  Europe  and 
Canada. 

• U.S.  offices  are  in  Alexandria,  Crystal  City,  Herndon,  Norfolk  and 
Virginia  Beach  (VA);  Bloomington  (IN);  Charleston  (SC);  Chicago 
(IL);  Colorado  Springs  (CO);  Dallas  and  San  Antonio  (TX);  Dayton 
(OH);  La  Jolla  and  San  Diego  (CA);  Latham  (UT);  Lexington  Park 
(MD);  Louisville  (KY);  Mechanicsburg  and  Philadelphia  (PA); 
Montgomery  (AL);  New  York  (NY);  Orange  Park,  Palm  Coast  and 
Tampa  (FL);  Phoenix  (AZ);  Waltham  (MA)  and  Washington,  D.C. 
Project  support  offices  are  in  Bremerton  (WA),  Cheyenne  (WY), 
Cherry  Point  (NC),  Crane  (IN),  Oakland  (CA),  Pearl  Harbor  (HI), 
Portland  (OR)  and  Wichita  Falls  (TX). 

• Canadian  offices  are  in  Edmonton  (Alberta)  and  Ottawa  (Ontario). 

• European  offices  are  in  London  (England),  Edinburgh  (Scotland), 
Camberly  (England)  and  Maastricht  (the  Netherlands). 


As  of  June  30,  1993,  CACI  had  approximately  2,300  employees.  As  of 
December  1993,  the  company  had  about  2,900  employees,  including 
240  employees  outside  the  U.S. 
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President  & CEO:  Joseph  B.  Costello 
555  River  Oaks  Parkway 
San  Jose,  CA  95134 
Phone:  (408)943-1234 

Fax:  (408)943-0513 

Internet:  http://www.cadence.com 


CADENCE 


O 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
3,028  (3/96) 
$548,418,000 
12/31/95 


Key  Points 

• Cadence  Design  Systems  has  evolved  from 
an  electronic  design  automation  tools 
provider  to  a complete  solutions  provider 
for  electronic  product  development. 

• The  company  is  committed  to  delivering 
product  development  consulting  and  design 
services  to  accelerate  the  product 
development  cycle,  including  complex 
systems  integration  and  reengineering  of 
the  product  development  process. 


• Cadence’s  Solution  approach  is  based  on  its 
traditional  strength  of  high-performance 
software  tools  augmented  with  an 
expanding  set  of  consulting  and  design 
services. 

• Cadence  was  awarded  its  first  outsourcing 
agreement  in  March  1995 — a five-year,  $75 
million  contract  with  Unisys. 

Company  Description 

Cadence  develops,  markets,  and  supports 
electronic  design  automation  (EDA)  software 
tools  that  automate,  enhance,  and  accelerate 
the  design  and  verification  of  integrated 
circuits  (ICs)  and  electronic  systems. 

• The  company  combines  its  software  with 
professional  services  to  help  optimize  its 
customers’  product  development  processes. 
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• Cadence’s  software  and  services  are  used 
by  companies  worldwide  to  design 
semiconductors,  computer  systems  and 
peripherals,  telecommunications  and 
networking  equipment,  mobile/wireless 
devices,  automotive  components,  consumer 
products,  and  other  advanced  electronics. 

Structure  and  Operations 

Cadence  is  headquartered  in  San  Jose  (CA) 
and  operates  through  the  following  units: 

• Alta  Group,  based  in  Sunnyvale  (CA), 
provides  software  for  top-down  design. 

• Integrated  Measurement  Systems,  Inc. 
(IMS)  is  a subsidiary  of  Cadence  that 
manufactures  and  markets  verification 
systems  used  in  testing  prototype 
application-specific  integrated  circuits 
(ASICs). 

- IMS,  based  in  Beaverton  (OR),  was 
acquired  by  Cadence  in  February  1989. 

- During  1995,  Cadence  and  IMS  sold 
approximately  three  million  shares  of 
IMS  common  stock  in  a public  offering. 
Cadence  remains  a majority  stockholder 
of  IMS  with  an  ownership  percentage  of 
approximately  55%. 

Domestic  sales  offices  are  in  Arden  Hills 
(MN);  Atlanta  (GA);  Austin  and  Dallas  (TX); 
Beaverton  (OR);  Bellevue  (WA);  Cary  (NC); 
Chelmsford  (MA);  Colorado  Springs  and 
Golden  (CO);  Columbia  (MD);  Edison  (NJ); 
Fishkill,  Melville,  and  Victor  (NY);  Irvine, 

Los  Angeles,  San  Diego,  San  Francisco,  and 
San  Jose  (CA);  Orlando  (FL);  North 
Olmstead  (OH);  Schaumberg  (IL);  and  Tempe 
(AZ). 

International  sales  offices/subsidiaries  are  in 
Canada,  France,  Germany,  Hong  Kong, 
Israel,  Italy,  Japan,  Korea,  the  People’s 


Republic  of  China,  Singapore,  Sweden, 
Switzerland,  Taiwan,  and  the  U.K. 

Research  and  development  centers  are  in 
Berkeley,  San  Jose,  and  San  Diego  (CA); 
Chelmsford  (MA),  Lawrence  (KS),  the  U.K., 
France,  Taiwan,  and  India. 

Design  Factory™  design  service  centers  are 
in  Rancho  Bernardo  and  San  Jose  (CA), 
Columbia  (MD),  Trydffrin  (PA),  and  Roseville 
(MN). 

Cadence  is  participating  in  a venture  capital 
partnership — Telos  Venture  Partners — as  a 
limited  partner. 

• The  partnership’s  purpose  is  to  make 
venture  capital  investments  in  start-up  and 
growth-oriented  businesses,  with  some 
emphasis  on  businesses  in  the 
semiconductor  and  software  industries. 

• Cadence’s  total  investment  of  $25  million 
will  be  made  over  the  next  three  to  four 
years. 

Company  Strategy 

Cadence  is  committed  to  being  a complete 
solutions  provider  to  its  customers,  including 
providing  software  tools,  strong 
maintenance/customer  support,  and 
customized  solutions. 

The  company’s  strategy  for  growth  includes: 

• Continuing  to  enhance  its  EDA  software 
tools 

• Combining  its  software  with  an  expert 
team  of  experienced  support,  design,  and 
process  service  professionals  to  optimize  its 
customers’  product  development  process 

• Offering  outsourcing  of  customers’  design 
work 
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Financials 

Cadence’s  1995  revenue  reached  $548.4 
million,  a 28%  increase  over  1994  revenue  of 
$429.1  million.  Net  income  rose  165%,  from 
$36.6  million  in  1994  to  nearly  $97.3  million 
in  1995. 

Cadence  management  attributes  1995 
revenue  growth  to  the  following: 

• Product  revenue  increased  21%  in  1995, 
reflecting  increased  market  acceptance  of 
Cadence’s  products  for  complex  design, 
such  as  deep  submicron  IC  design  and 
high-speed  board  design.  This  was 
exemplified  by  increased  sales  volume  of  its 
IC,  automated  test  engineering  (ATE),  top- 


down  design  (HDL),  and  Alta  Group’s 
systems  design  products. 

• Service  revenue  increased  132%  during 
1995  due  to  a significant  demand  for 
Cadence’s  services  that  provide  a range  of 
solutions  for  customers’  product 
development  needs.  The  1995  increase  was 
also  driven  by  the  outsourcing  agreement 
with  Unisys. 

• Maintenance  revenue  increased  20%  during 
1995  due  to  an  increase  in  Cadence’s 
installed  base  of  products  and  ability  to 
obtain  customer  maintenance  renewals. 

A five-year  financial  summary  is  shown 

below. 


Cadence  Design  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$548.4 

$429.1 

$368.6 

$418.7 

$379.5 

• Percent  change  from 
previous  year 

28% 

16% 

(12%) 

10% 

1% 

Income  (loss)  before  taxes 

$135.1 

$48.9 

$(12.8) 

$68.4 

$(12.2) 

• Percent  change  from 
previous  year 

176% 

(a) 

482% 

(b) 

(119%) 

110% 

(c) 

N/A 

Net  income  (loss) 

$97.3 

$36.6 

$(12.8) 

$55.4 

$(22.4) 

• Percent  change  from 
previous  year 

165% 

386% 

(123%) 

347% 

(141%) 

Earnings  (loss)  per  share 

$1.57 

$0.56 

$(0.20) 

$0.80 

$(0.38) 

• Percent  change  from 
previous  year 

180% 

380% 

(125%) 

311% 

(119%) 

(a)  Includes  unusual  items  (charges)  of  $14. 7 million  for  write-offs  of  in-process  research  and  development 
and  settlements  of  litigation. 


(b)  Includes  unusual  items  (charges)  of  $19.7  million  for  losses  related  to  the  disposition  of  the  Automated 
Systems  division  and  restructuring  costs  in  the  areas  of  sales,  operations,  and  administration. 

(c)  Includes  unusual  items  totaling  $55.2  million,  including  restructuring  charges  of  $49.9  million  and  losses 
from  disposed  operations  of  $5.3  million 


Cadence  Design  Systems,  Inc. 
June  1996 


INPUT  1996.  Reproduction  prohibited. 


Page  3 of  9 


INPUT  Vendor  Profile 


Research  and  development  expenses  were 
$88.6  million  (16%  of  revenue)  in  1995, 
$77.4  million  (18%  of  revenue)  in  1994,  and 
$74.5  million  (20%  of  revenue)  in  1993. 

Marketing  and  sales  expenses  were  $185 
million  (34%  of  revenue)  in  1995,  $163.4 
million  (38%  of  revenue)  in  1994,  and 
$160.2  million  (43%  of  revenue)  in  1993. 

General  and  administrative  expenses  were 
$40.4  million  (7%  of  revenue)  in  1995,  $39.7 
million  (9%  of  revenue)  in  1994,  and  $38.7 
million  (11%  of  revenue)  in  1993. 


Cadence  Design  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  products 

$292.2 

53% 

$241.5 

56% 

$224.1 

61% 

Maintenance 

190.3 

35% 

159.2 

37% 

127.6 

35% 

Professional  services 

65.9 

12% 

28.4 

7% 

16.9 

4% 

Total 

$548.4 

100% 

$429.1 

100% 

$368.6 

100% 

Source  of  Revenue  by  Product  / Service 

Approximately  88%  of  Cadence’s  1995 
revenue  was  derived  from  software 
products  and  associated  maintenance 
services.  The  remaining  12%  of  revenue 
was  derived  from  consulting  professional 
services,  training,  and  circuit  design. 

A three-year  summary  of  source  of  revenue 
follows: 


Interim  Results 

Revenue  for  the  three  months  ending 
March  31,  1996  reached  $163.4  million,  a 
41%  increase  over  $116  million  for  the 
same  period  in  1995.  Net  income  was  $25.6 
million,  an  89%  increase  over  $13.6  million 
for  the  same  period  a year  ago. 

• Growth  was  attributed  to  the  continued 
demand  for  professional  services  and 
software  products. 

• First-quarter  product  revenue  increased 
45%  to  $90.2  million.  Strong  results  were 
reported  in  the  areas  of  logic  verification 
(Verilog  XL  and  Leapfrog  VHDL 
families);  IC  place-and-route  and  physical 


verification  (Ensemble  and 
Dracula/Vampire  offerings);  and  high- 
level  design  technology  (Alta  Group). 

• Professional  services  revenue  increased 
120%  to  $23.1  million  due  to  increased 
participation  by  Cadence  in  customer  chip 
design. 

Market  Financials 

One  hundred  percent  of  Cadence’s  revenue 
is  derived  from  the  discrete  manufacturing 
industry. 

Cadence  customers  and  target  markets 
include  computer  manufacturers,  consumer 
electronics  companies,  industrial 

Cadence  Design  Systems,  Inc. 
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electronics  companies,  semiconductor 
manufacturers,  ASIC  foundries,  and 
telecommunications  companies. 

Geographic  Markets 

Approximately  50%  of  Cadence’s  1995 
revenue  was  derived  from  the  U.S.  and  the 
remaining  50%  from  international  sources. 

During  1995,  domestic  and  international 
revenue  increased  33%  and  23%, 
respectively,  following  increases  of  12%  and 
21%  in  1994. 


• The  higher  percent  increase  in  domestic 
revenue  in  1995  as  compared  to 
international  revenue  was  primarily  due 
to  an  increase  in  domestic  service  revenue 
in  1995  compared  to  1994. 

• In  addition,  $11.7  million  of  the  $50.3 
million  increase  in  international  revenue 
for  1995  was  attributed  to  the  favorable 
impact  on  revenue  of  foreign  exchange 
rates. 

A three-year  geographic  source  of  revenue 
summary  follows: 


Cadence  Design  Systems,  Inc. 

Three-Year  Geographic  Source  of  Revenue  (a)  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$276.6 

50% 

$207.6 

48% 

$185.0 

50% 

Asia/Pacific 

175.4 

32% 

138.7 

33% 

109.8 

30% 

Europe 

96.4 

18% 

82.8 

19% 

73.8 

20% 

Total 

$548.4 

100% 

$429.1 

100% 

$368.6 

100% 

(a)  After  accounting  for  intercompany  and  export  revenues. 


Acquisitions 

In  August  1994,  Cadence  acquired  Redwood 
Design  Automation,  Inc.  for  approximately 
600,000  shares  of  Cadence  common  stock. 
The  acquisition  was  accounted  for  as  a 
purchase. 

• Redwood  developed,  marketed,  and 
supported  software  tools  for  electronic 
systems  design. 

• In  connection  with  the  acquisition, 
Cadence  recorded  a one-time  charge  to 
operations  of  $4.7  million  for  the  write-off 
of  in-process  research  and  development. 


• The  operations  of  Redwood  have  been 
merged  into  Cadence’s  Alta  Group. 

Divestitures 

In  December  1993,  Cadence  sold  its 

Automated  Systems  (ASI)  division. 

• ASI,  with  1993  revenue  of  $11.2  million, 
provided  printed  circuit  board  (PCB) 
design  software  products. 

• The  operating  results  of  ASI  have  been 
reported  as  a disposal  of  a division  and 
are  included  as  an  unusual  item  within 
operating  expenses.  The  loss  of  disposal 
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of  approximately  $5.3  million  was 
recorded  in  1993  results. 

Employees 

As  of  December  31,  1995,  Cadence  had 
2,839  employees,  compared  to  2,449 
employees  as  of  December  31,  1994  and 
2,476  employees  as  of  December  31,  1993. 

As  of  March  1,  1996,  Cadence  had  3,028 
employees,  segmented  as  follows: 


Field  sales  and  sales  support 869 

Marketing  support  and 

manufacturing  activities 909 

Product  development 997 

Management,  administration, 
and  finance 253 


3,028 

Key  Products  and  Services 

EDA  tools  assist  with  the  two  major 
functions  of  the  electronic  product 
development  cycle:  electrical  design,  often 
referred  to  as  CAE  (computer-aided 
engineering),  and  physical  design,  often 
referred  to  as  computer-aided  design 
(CAD). 

Cadence’s  line  of  integrated  EDA  software 
tools  are  used  to  analyze,  simulate, 
implement,  and  verify  electronic  designs. 

• By  using  these  tools  to  automate 
significant  parts  of  the  design  process, 
electronic  engineers  can  focus  their  time 
on  developing  the  intellectual  content  of 
the  integrated  circuit  or  electronic 
system. 

• In  addition,  design  automation  tools  let 
design  architects  and  engineers  build 


abstract  models  of  chips,  simulate  their 
behavior,  and  analyze  their  physical 
attributes  for  acceptable  performance. 
EDA  also  ensures  that  the  product  design 
can  be  manufactured  and  can  work  as 
intended. 

Cadence  offers  the  following  EDA  products: 

• CAE  products  for  logic  simulation  and 
logic  synthesis 

• IC  design  products  for  custom  layout, 
automatic  place  and  route,  and 
verification 

• PCB  design 

• High-level  design  tools  for  architectural- 
level  analysis  and  verification 

Cadence’s  software  products  are 
summarized  in  the  exhibit. 

Support  Services 

Cadence’s  Applications  Services  are 
intended  to  maximize  productivity  with 
Cadence  software  applications  and  transfer 
knowledge  to  design  teams  in  new 
methodologies  and  technologies.  Categories 
of  services  include: 

• Software  installation 

• Quick  start 

• Application  training 

• Customization 

• Technology  services 
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Exhibit 

Cadence  Software  Products 


Product 

Design  Process 

CAE  Products 

Verilog  XL™,  NC-Verilog™ 
Leapfrog™  VHDL 
Model  Import 
INCA™ 

Synergy™ 

Silicon  Synthesis™ 
SiliconQuest™ 

1C  Design  Products 

Verilog  HDL  logic  simulator 
VHDL  simulator 

For  importing  a textual  description  block  of  Verilog  or  VHDL 
Architecture  for  next-generation  mixed-language  solutions 
Circuit  synthesis  and  optimization 
Optimizes  logic  based  on  actual  physical  implementation 
Advanced  high-level  chip  planning  environment 

Virtuoso™  products 
Ensemble™  products 

- Gate  Ensemble™ 

- Cell  Ensemble™  and  Cell3™ 

- Block  Ensemble™ 

- Silicon  Ensemble™ 

- QPIace™ 

Custom  1C  layout  and  library  development 

Place  and  route  solutions  for  gate,  cell,  block,  and  mixed  designs 

Place  and  route  engine 

Cell-based  routing 

Block-based  routing 

Routing  up  designs  with  a mix  of  cell  and  gate-based  approaches 
Placement  system 

Dracula®  product 
Diva® 

Vampire™ 

Physical  verification 
Interactive  verification 
Next-generation  verification 

System  Design  Products 

Allegro™  product  family 

- DF/Signoise™ 

- DF/Thermax™ 

- DFA/iable™ 

- DF/EMControl™ 
BoardQuest™ 

The  Analog  Artist™  series 

- Spectre™HDL 

- Spectre™ RF 

- Analog  Workbench™ 

Layout  of  standard  PCB,  hybrid,  MCM,  and  advanced  components 

Signal  integrity 

Thermal 

Reliability 

Electromagnetic  compliance 

High-speed  system  design  planning 

Simulation,  layout  and  verification  tools  for  chip  design 

Analog  behavioral  simulation  system  for  analog  and  mixed-signal  appl 

Simulation  software  for  design  of  radio  frequency  applications 

Analog  system  and  board-level  design 

Electronic  Systems  Design 
Automation  Products 

Signal  Processing  Workbench® 
EnWave™,  EnVision™ 

Top-down  design  automation  software 
Application-specific  system-level  design  suites 

Cadence  Design  Systems,  Inc. 
June  1996 
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Cadence’s  Professional  Services 
organization  offers  technical  and  consulting 
experts  to  provide: 

• Design  methodology  and  process  reviews 
to  determine  how  to  compress  design 
cycles,  reduce  iterations,  reduce  costs,  or 
enable  new  design  processes 

• Library  and  data  management  consulting 
to  facilitate  design  efficiency,  re-use, 
enabling  of  variant  design  styles,  and 
support  of  enterprise-wide  data  and 
release  management 

• Design  services,  including  complete  or 
partial  design  responsibility  from 
specification  to  tape-out,  as  well  as 
turnkey  IC  design  services  through 
Cadence’s  design  group  in  San  Diego 

Marketing  and  Sales 

Approximately  29%  of  Cadence’s  total  work 
force  is  engaged  in  field  sales  and  sales 
support. 

In  North  America,  Cadence  uses  a direct 
sales  force  consisting  of  sales  people  and 
applications  engineers  to  license  its 
products.  The  selling  cycle  is  generally 
long,  with  three  to  six  months  being  typical. 
Activities  during  this  sales  cycle  typically 
consist  of  a technical  presentation,  a 
product  demonstration,  a design 
benchmark,  and  often,  an  on-site  customer 
evaluation  of  Cadence  software. 

In  Europe  and  Asia,  Cadence  markets  and 
supports  its  products  primarily  through  15 
majority-owned  subsidiaries.  Cadence  also 
serves  its  international  customers  through 
distributors  in  various  countries 
throughout  Europe  and  the  Asia/Pacific 
region. 


Cadence  licenses  its  IC  products  in  Japan 
primarily  through  a distributor — Innotech 
Corporation.  In  1995,  1994,  and  1993, 
Innotech  accounted  for  15%,  10%,  and  13% 
of  total  revenue,  respectively. 

Cadence’s  systems  products  are  marketed 
in  Japan  through  a majority-owned 
subsidiary. 

Alliances 

Through  Cadence’s  Connections  Program, 
the  company  cooperates  with  other  design 
automation  vendors  so  its  customers  can 
more  easily  integrate  Cadence  products  and 
technologies  with  other  companies’ 
products  and  technologies.  To  date,  more 
than  100  companies  have  integrated  their 
tools  with  Cadence’s  software. 

During  the  first  quarter  of  1996,  Cadence 
announced  an  agreement  with  Mentor 
Graphics  to  provide  reciprocal  access  to 
each  other’s  tools. 

Cadence  has  announced  the  first  step  in  a 
similar  reciprocal  agreement  with 
Svnopsys,  Inc. 

Cadence  has  working  relationships  with  a 
number  of  semiconductor  manufacturers 
and  electronic  system  companies  based  on  a 
business  partnership  model  to  ensure  that 
research  and  development  activities  and 
finished  products  meet  customers’  needs. 

Cadence  supports  EDA  research  by  sharing 
its  design  automation  technology  and 
expertise  with  more  than  500  universities 
worldwide. 

The  company  also  has  a dedicated  advanced 
research  organization,  Cadence  Labs,  based 
in  Berkeley  (CA)  and  expanding  to  Europe 
in  1996. 
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Competitors 

Major  competitors  include  Mentor 
Graphics,  Synopsys,  Viewlogic  Systems, 
Inc.,  and  Zuken-Redac. 

Assessment 

Cadence’s  strengths  include: 

• Large  installed  base  of  users 

• Three-  to  four-year  head  start  in  offering 
a total  solution,  results-oriented  approach 
to  electronic  design 


• Strong  portfolio  of  software  tools  and 
commitment  to  research  and  development 

Challenges  include: 

• Managing  the  company’s  rapid  growth 

• Maintaining  technological  edge  with 
software  product  line 

• Continuing  to  align  the  industry  with  its 
new  business  model 


Cadence  Design  Systems,  Inc. 
June  1996 
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COMPANY 

PROFILE 


CADRE  TECHNOLOGIES  INC. 

19545  N.W.  Von  Neumann  Drive 


Chairman  & 
Status: 


Lawrence  T.  Sutter 
Private  Corporation 


Beaverton,  OR  97006 
Phone:  (503)690-1300 
Fax:  (503)  690-1320 


Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


300+  (12/92) 
$50,600,000 


222  Richmond  Street 
Providence,  Rl  02903 
Phone:  (401)351-5950 
Fax:  (401)455-6800 


12/31/92 


Key  Points 


Cadre  has  announced  that  its  ObjectTeam  line  of  development  tools 
for  C++,  Ada,  and  SQL  will  support  two  well-known  object- 
oriented  programming  methodologies-the  Rumbaugh  and 
Shlaer-Mellor  methodologies--for  UNIX,  VMS,  and  Windows  3.1 
environments. 

Cadre  currently  derives  over  one-third  of  its  revenue  from 
international  sources. 

According  to  INPUT,  CASE  tools  are  most  likely  to  grow  at  19% 
compounded  annually  through  1997  and  the  focus  of  development  of 
mission-critical  applications  will  have  shifted  from  host-led 
(especially  mainframe)  environments  to  client/server  environments. 
Cadre,  with  its  UNIX-based  offerings  and  move  toward  object- 
oriented  development,  is  well-positioned  for  growth  in  this  area. 


July  1993 
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Company 

Description 

Cadre  Technologies,  founded  in  1982,  develops,  markets,  and  supports 
a family  of  workstation-based  software  development  automation  for 
development  of  high-performance  software  and  systems. 

Cadre  currently  has  over  25,000  product  installations  worldwide. 

Strategy 

Cadre's  marketing  strategy  focuses  on  organizations  in  embedded 
systems  and  technical  CASE  market  areas  such  as  aerospace, 
telecommunications,  and  engineering.  The  company  is  considered  a 
leader  in  the  technical  CASE  market. 

Financials 

Cadre's  1992  revenue  was  $50.6  million,  compared  to  $50.4  million  for 
1991. 

Alliances 

Cadre  has  marketing  or  development  partnerships  with  over  40 
software  and  hardware  companies,  including  Cadence  Design  Systems, 

DEC,  HP,  IBM,  Sun  Microsystems,  JYACC,  Softool,  Inc.,  Template 
Software,  Verdix,  Frame,  and  Interleaf. 

o 

Key  Products  and 
Services 

One  hundred  percent  of  Cadre's  revenue  is  derived  from  software 
product  licenses,  associated  support  services,  training,  and  consulting. 

Cadre's  Teamwork  product  family  provides  an  environment  for  systems 
development  that  includes  support  for  model  creation  and  editing,  a 
shared  data  base  for  use  by  large  project  teams,  debuggers,  emulators, 
software  optimization  and  verification  tools,  and  interfaces  to  other 
CASE  products. 

Cadre's  Teamwork  product  family  runs  on  DEC,  HP,  IBM,  and  Sun 
platforms.  Operating  systems  supported  include  ULTRIX,  UNIX, 
VMS,  Domain  OS,  HP-UX,  AIX,  OS/2,  Solaris,  and  SunOS.  The 
product  family  includes  the  following  components: 

• Teamwork  Analysis  Solutions,  released  in  1992,  is  a set  of  software 
requirements  analysis  and  development  tools,  that  includes: 

- Dynamic  Analysis,  to  predict  system  throughput  and 

responsiveness,  evaluate  architectural  and  performance  tradeoffs, 
and  verify  that  functional  specifications  meet  product 
requirements  prior  to  detailed  design  and  coding 
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- Rapid  Applications  Prototyping,  for  prototyping  a new  application 
based  on  a structured  analysis  model 

- Requirements  Analysis,  which  provides  the  ability  to  gather, 
document,  and  analyze  product  requirements 

• ObjectTeam,  introduced  in  1993,  is  a line  of  development  tools  for 
C++,  Ada,  and  SQL  that  supports  two  well-known  object-oriented 
programming  methodologies-the  Rumbaugh  and  Shlaer-Mellor-for 
UNIX,  VMS,  and  Windows  3.1  environments. 

• Teamwork/RqTR  is  a requirements  traceability  product  that  tracks 
project  progress  and  completeness  by  showing  relationships  between 
project  requirements  and  actual  deliverables  throughout  the  phases 
of  the  development  life  cycle. 

• Teamwork/ AdaR  is  an  Ada  systems  design  tool.  It  supports  Object- 
Oriented  Design  (OOD)  techniques  and  Ada  Structured  Graph 
(ASG)  notation. 

• Ensemble,  introduced  in  1992,  is  a modular  tool  set  that  automates 
software  development,  maintenance,  and  testing  for  C programs. 

- Ensemble  modules  include  System  Understanding,  Function 
Understanding,  Construction,  Test  Case  Generation,  Test 
Verification,  and  Documentation. 

- Ensemble  runs  on  various  UNIX  workstations,  include  the  IBM 
RS/ 6000,  HP  Apollo  9000  Series  700,  and  DEC’S  DECsystem  and 
DECstation  lines. 

• Teamwork/DSER  is  a syntax-directed  text  editor  for  Ada  language 
development  that  provides  a means  to  add  Ada  code  to  Ada 
Structure  Graphs  within  the  Teamwork  development  environment, 
ensuring  consistency  between  design  and  Ada  source  code. 

• Teamwork/ Ada  Source  Builder  is  software  that  automates  the 
production  of  Ada  source  code  directly  from  Ada  Structure  Graphs. 

• Teamwork/C  Source  Builder  is  software  that  automates  the 
production  of  C source  code  directly  from  Teamwork/SD  structure 
charts. 

■ Teamwork/C  RevR  is  a reverse  engineering  product  for  the  C 
programming  language.  Teamwork/C  Rev  builds  structure  charts 
. representing  the  organization  and  hierarchy  of  existing  C source 
files. 
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• Teamwork/FORTRAN  RevR  is  a reverse  engineering  product  for 
FORTRAN  programs  that  graphically  reveals  the  structure  of 
existing  software. 

• The  Teamwork/IPSE_toolkitR  provides  tools  to  integrate 
Teamwork  with  other  CASE  tools,  utilities,  or  custom  software. 

Support  services  provided  by  Cadre  include  on-site  and  vendor  site 
training;  hot-line,  local  and  on-site  technical  support;  and  international, 
U.S.  and  local  user  groups. 

Industry  Markets 

Cadre's  primary  markets  are  in  industries  such  as  defense,  process 
control,  aerospace,  automotive,  computers/peripherals, 
telecommunications,  engineering,  and  financial  services,  where  CASE 
products  are  needed  to  support  development  of  real-time  scientific  and 
technical  applications  such  as  embedded  systems. 

Clients 

Cadre  has  more  than  25,000  installations  worldwide  and  a customer 
base  that  includes  AT&T,  Boeing,  General  Electric,  McDonnell 
Douglas,  Nippon  Telephone  and  Telegraph,  Lloyds  Bank,  Philips, ‘IBM, 
and  Federal  Express. 

Geographic 

Markets 

It  is  estimated  that  approximately  63%  of  Cadre's  1992  revenue  was 
derived  from  the  U.S./North  America  and  37%  from  international 
sources. 

Cadre  is  headquartered  in  Beaverton  (OR),  although  most  corporate 
and  financial  functions  still  reside  in  Providence  (RI).  The  company 
also  has  21  major  North  American  offices  located  in  Wellesley  (MA), 
Woodbury  (CT),  Long  Island  and  Syracuse  (NY),  Mt.  Laurel  (NJ), 

Arlington  (VA),  Kernersville  (NC),  Irving  (TX),  Colorado  and 
Steamboat  Springs  (CO),  Foster  City,  Santa  Clara,  San  Diego,  Orange 
County,  and  Newport  Beach  (CA),  Orlando  (FL),  Freehold  (NJ), 

Seattle  (WA),  Chicago  (IL),  and  Ontario. 

Cadre's  international  operations,  Cadre  Technologies  SA,  is 
headquartered  in  Nyon,  Switzerland.  This  unit  markets  Cadre's 
products  through  worldwide  distributors. 

Cadre's  Latin  American  operations  are  headquartered  in  Irving  (TX). 
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PROFILE 


CAERE  CORPORATION 

100  Cooper  Court 


Chairman,  President 
& CEO: 

Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 

Fiscal  Year  End: 


Los  Gatos,  CA  95030 
Phone:  (408)395-7000 
Fax:  (408)  354-2743 


Robert  G.  Teresi 
Public  Corporation 
NASDAQ 
181  (12/92) 
$43,055,000 
12/31/92 


Key  Points 


Caere  Corporation's  products  provide  an  economical,  accurate 
means  of  converting  text,  images,  numeric,  and  bar  code  data  into 
computer  usable  form. 

During  1992,  Caere  introduced  products  in  three  new  market  areas-- 
fax,  image  editing,  and  file  and  retrieval.  These  products  reach 
beyond  the  company’s  traditional  scanner-based  optical  character 
recognition  markets  by  providing  PC  users  with  tools  to  manage  the 
documents,  images,  and  faxes  at  their  desktops. 

International  revenue  reached  $13.8  million  in  1992.  To  better  serve 
its  growing  base  of  international  customers,  during  1992,  Caere 
opened  a new  European  office  in  Munich  and  established  its  first 
distributor  relationship  in  Asia. 
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Company 

Description 


Strategy 


Financials 


Caere  Corporation  designs,  develops,  manufactures,  and  markets 
information  recognition  software  and  systems  that  enable  PC  users  to 
manage  documents,  images,  and  faxes  that  come  across  their  desktops. 
Caere's  products  fall  into  two  general  categories: 

• Desktop  document  management  products  include  Caere's  flagship 
OmniPage™  family  of  page  recognition  software  for  converting 
printed  documents  into  electronic  text.  During  1992,  Caere 
expanded  its  offerings  in  the  desktop  area  with  FaxMaster™,  for 
sending,  receiving,  recognizing,  and  compressing  fax  images;  Image 
Assistant™,  an  image  editing  product  for  both  graphics  professionals 
and  business  users;  and  PageKeeper™,  for  file  and  retrieval. 

• Data  capture  products  include  bar  code  scanners  and  optical 
character  recognition  (OCR)  readers  for  applications  such  as  high- 
volume  data  entry  and  check  verification.  Customers  of  these 
products  include  retail  establishments,  government  agencies,  banks, 
utility  companies,  and  other  organizations. 


Caere's  strategy  is  to  continue  to  identify  and  pursue  markets  in  which 
manual  information  entry  can  be  automated  cost  effectively. 

Caere  expanded  this  strategy  during  1992  with  the  introduction  of  the 
three  products  in  the  fax,  image  editing,  and  file  and  retrieval  markets. 


Caere's  1992  revenue  reached  nearly  $43.1  million,  a 33%  increase  over 
1991  revenue  of  $32.4  million.  Net  income  rose  30%,  from  $5.7  million 
in  1991  to  $7.4  million  in  1992.  A five-year  financial  summary  follows: 
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CAERE  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

• Percent  increase 

$43,055 

$32,417 

$27,632 

$19,591 

$11,937 

from  previous  year 

33% 

17% 

41% 

64% 

32% 

Income  before  taxes 
• Percent  increase 

$1 1 ,586 

$8,924 

$8,361 

$4,119 

$1,404 

from  previous  year 

30% 

7% 

103% 

193% 

14% 

Net  income 
• Percent  increase 

$7,395 

$5,690 

$5,21 1 

$3,237 

$1,239 

from  previous  year 

30% 

9% 

61% 

161%  ■ 

14% 

Earnings  per  share  (a) 
• Percent  increase 

$0.68 

$0.54 

$0.50 

$0.41 

$0.18 

from  previous  year 

26% 

8% 

22% 

128% 

13% 

A three-year  financial  summary  by  product  line  follows: 


CAERE  CORPORATION 
THREE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

PRODUCT  LINE 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

R 

$ 

PERCENT 
OF  TOTAL 

Revenue 

- Desktop  products 

$34.8 

81% 

$23.5 

73% 

$17.9 

65% 

- OCR/Bar  code 

8.3 

19% 

8.9 

27% 

9.7 

35% 

TOTAL* 

$43.1 

100% 

$32.4 

100% 

$27.6 

100% 

Gross  margins 

- Desktop  products 

$25.7 

86% 

$16.7 

77% 

$13.0 

72% 

- OCR/Barcode 

4.2 

14% 

4.9 

23% 

5.1 

28% 

TOTAL 

$29.9 

100% 

$21.6 

100% 

$18.1 

100% 

* Differences  due  to  rounding. 
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Increases  in  revenues  during  1992  were  primarily  due  to  increased  unit 
sales  of  the  OmniPage  family  of  products,  including  OmniPage 
Professional,  OmniPage,  and  OmniPage  Direct,  which  first  shipped  in 
March  1992. 

• Net  revenue  from  the  overall  desktop  product  line  increased  48% 
during  1992. 

• Net  revenue  from  Caere's  new  desktop  products-FaxMaster,  Image 
Assistant,  and  PageKeeper-which  first  shipped  in  August, 
September,  and  December,  respectively,  accounted  for 
approximately  6%  ($638,000)  of  the  revenue  growth  during  the  year. 

• Caere's  OCR  and  bar  code  product  sales  declined  8%  during  1992 
primarily  due  to  lower  international  sales.  There  has  been  a 
downward  trend  in  the  OCR/bar  code  products  from  a high  of  $10.0 
million  in  1989.  This  trend  is  expected  to  continue. 

• International  sales  grew  9%  during  1992.  The  growth  slowed 
significantly  during  1992  as  a result  of  the  sluggish  economy  in 
Europe,  particularly  Germany  and  France. 

The  increase  in  gross  margins  over  the  last  three  years  has  been  the 
result  of  a shift  in  product  mix  to  primarily  software  desktop  products. 

• Fluctuations  in  gross  margins  of  the  desktop  products  over  the  three- 
year  period  were  due  to  variable  sales  of  Typist,  Caere's  personal 
handheld  scanner.  As  a combined  hardware/software  product, 
Typist  carries  a lower  gross  margin  than  Caere's  software  only 
products. 

• The  decrease  in  gross  margins  in  the  OCR/bar  code  products 
between  1991  and  1992  was  due  to  lower  sales  volume  and  the  write 
down  of  potential  excess  or  obsolete  inventories. 

Research  and  development  expenses  were  $4.4  million  (10%  of 
revenue)  in  1992,  $3.4  million  (10%  of  revenue)  in  1991,  and  $2.6 
million  (10%  of  revenue)  in  1990. 

Revenue  for  the  three  months  ending  March  31,  1993  decreased  to  $8.1 
million  compared  to  $9.3  million  for  the  first  quarter  of  1992,  due  to 
lower  unit  sales  of  desktop  products,  including  OmniPage  products. 

Net  income  decreased  to  $215,000,  compared  to  $1.5  million  for  the 
same  period  a year  ago,  due  to  decreased  revenue,  an  increase  in 
operating  expenses,  and  a decrease  in  interest  income. 
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Alliances 

During  1992,  Caere  began  licensing  its  OCR  technology  to  other 
companies  for  integration  into  their  various  products. 

• BIT  Technology  and  Delrina  Technology  both  include  forms  of 
Caere's  OCR  recognition  engine  in  their  fax  software  products, 
BitFax  and  WinFax  Pro,  respectively. 

• IBM  has  incorporated  Caere's  OCR  recognition  engine  in  its 
ImagePlus  Intelligent  Forms  Facility /2  Version  1 system. 

• Logitech  and  Caere  are  partnering  to  produce  an  optical  character 
recognition  software  package  specifically  tailored  for  Logitech's 
ScanMan  family  of  Windows-based  hand-held  scanners. 

Caere  also  has  strategic  marketing  agreements  with  various  scanner 
manufacturers,  including  Hewlett-Packard,  Microtek,  and  Apple.  Trial 
versions  of  OmniPage  Professional  are  shipping  with  the  HP  ScanJet 
lie,  Microtek  ScanMaker,  and  the  Apple  OneScanner  for  Windows  and 
for  the  Macintosh. 

Employees 

As  of  December  31,  1992,  Caere  had  181  employees,  compared  to  155 
employees  at  the  end  of  1991. 

Key  Products  and 
Services 

Approximately  81%  of  Caere's  1992  revenue  was  derived  from  desktop 
document  management  products  and  19%  from  OCR  and  bar  code 
products. 

Desktop  Products: 

OmniPage  page  recognition  software  is  Caere's  flagship  product  line. 
The  software,  which  is  available  for  IBM-compatible  and  Macintosh 
computers,  transfers  scanned  text  into  popular  word  processing, 
spreadsheet,  data  base,  and  desktop  publishing  programs. 

• OmniPage  Professional  for  the  PC  is  a 32-bit  customizable  page 
recognition  product  for  power  users  that  runs  under  Windows  3.0. 
The  product  is  designed  for  the  text-handling  professional  who  needs 
more  than  basic  OCR  capabilities.  It  retails  for  $995. 

• OmniPage  Professional  for  the  Macintosh  includes  many  of  the 
features  found  in  OmniPage  Professional  for  the  PC,  plus  advanced 
System  7 capabilities.  The  product  retails  for  $995. 

• OmniPage  is  Caere's  midrange  offering.  Versions  for  the  Macintosh 
and  Windows  each  retail  for  $695. 
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• OmniPage  Direct™  is  a lower-cost  version  of  OmniPage  that  was 
announced  and  began  shipping  for  the  PC  in  March  1992  and  for  the 
Macintosh  in  June  1992.  Each  product  retails  for  $595. 

Typist  Plus  Graphics™  is  a handheld  scanner  that  allows  users  to  take 
information  from  most  hard-copy  sources  and  place  it  directly  into 
word  processors,  spreadsheets,  data  bases,  or  other  software  programs. 
It  is  available  for  use  with  IBM  and  compatibles  (retailing  for  $595) 
and  Macintosh  PCs  (retailing  for  $695). 

FaxMaster™  is  an  integrated  fax  software  package  that  allows  users  to 
transmit,  edit,  store,  and  print  faxes  electronically.  The  product  retails 
for  $109. 

Image  Assistant  is  a full-featured  color  image  editor  for  both  PC  and 
Macintosh  platforms  designed  both  for  business  users  and  graphics 
professionals.  The  product  retails  for  $495. 

PageKeeper,  Caere's  entry  into  the  text  selection  and  retrieval  market, 
takes  information  from  a hard  disk,  network,  or  scanner  and  creates  a 
supercompressed  data  base  of  both  text  and  images.  The  product 
retails  for  $895. 

OCR  and  Bar  Code  Products: 

Caere  has  produced  hand-held  and  slot-reader  OCR  systems  since 
1977. 

• The  800  Series  Combo  Reader,  which  works  with  a range  of 
computers,  integrates  both  OCR  and  bar  code  reading  into  a single 
unit.  This  functionality  supports  a range  of  applications  in 
remittance  processing,  banking,  and  point-of-sale  environments.  It  is 
also  used  by  government  organizations  and  the  electric  utility 
industry. 

• Approximately  25%  of  Caere's  OCR  data  capture  business  is  the 
result  of  OEM  sales. 

Caere's  bar  code  product  line,  introduced  in  1983,  includes  both 
standalone  decoders  that  can  be  attached  externally  to  PCs  and  internal 
board-level  decoders  used  in  PCs  as  keyboard  or  bus  interfaces. 

Support  Services: 

Desktop  products  customers  who  register  with  Caere  receive  unlimited 
toll-free  hotline  technical  support  and  product  information  at  no  cost. 
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OCR  and  bar  code  customers  also  receive  free  telephone  support, 
including  assistance  with  installation,  programming,  and 
troubleshooting.  These  customers  may  also  purchase  annual  service 
contracts  for  maintenance. 


Industry  Markets  Caere's  desktop  products  are  marketed  to  business  executives,  lawyers, 

writers,  students,  and  teachers.  OCR  and  bar  code  customers  include 
retailers,  government  agencies,  banks,  utility  companies,  and  other 
organizations. 

Domestically,  Caere  markets  its  desktop  products  through  distributors, 
including  Ingram  Micro,  Merisel,  and  Kenfil,  and  to  retail  dealers  and 
chains. 


• Sales  of  desktop  products  to  Ingram  Micro  represented 
approximately  24,  16%,  and  20%  of  Caere's  net  revenues  in  1992, 
1991,  and  1990,  respectively. 

• Sales  of  desktop  products  to  Merisel  represented  approximately 
13%,  14%,  and  11%  of  Caere's  net  revenues  during  1992,  1991,  and 
1990,  respectively. 

Caere  markets  its  OCR  and  bar  code  products  primarily  through 
independent  distributors,  VARs,  and  OEMs. 


Geographic 

Markets 


Approximately  68%  of  Caere's  1992  revenue  was  derived  from  the  U.S. 
and  32%  from  international  markets.  A three-year  geographic  source 
of  revenue  summary  follows: 


CAERE  CORPORATION 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

GEOGRAPHIC 

MARKET 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$29.3 

68% 

$19.8 

61% 

$18.3 

66% 

International 

13.8 

32% 

12.6 

39% 

9.3 

34% 

TOTAL 

$43.1 

100% 

$32.4 

100% 

$27.6 

100% 

o 
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In  addition  to  its  headquarters  in  Los  Gatos  (CA),  Caere  has  offices 
throughout  the  U.S. 

Internationally,  Caere  has  an  office  in  Munich  (Germany).  Products 
are  sold  through  distributors  servicing  Western  Europe,  Canada, 
Australia,  New  Zealand,  Mexico,  South  Korea,  and  Japan. 


Page  8 of  8 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


June  1993 


COMPANY  PROFILE 


CALIDUS  SYSTEMS,  INC.  John  P.  Jewett,  President  and  CEO 

1601  Trapelo  Road  Private  Company 

Waltham,  MA  02154-7342  Total  Employees:  25  (Full-time) 

Phone:  (617)  684-1200  Total  Revenue,  Fiscal  Year  End 

Fax:  (617)684-1224  12/31/91:  $2,000,000* 


"INPUT  estimate 

The  Company 

Calidus  Systems,  Inc.  (CSI)  markets  and  supports  the  MIRACLE™ 
family  of  DEC-based  software  products  for  financial,  distribution, 
and  direct  marketing  applications  in  the  U.S.  and  Canada.  CSI  also 
provides  a range  of  professional  services  in  support  of  business 
systems  integration  to  Fortune  1000  companies. 

• Through  April  1991,  CSI  operated  along  with  Calidus  Systems, 
Limited  (London)  as  part  of  Pi  Holdings,  a $40  million  U.K.- 
based  software  company.  In  addition  to  its  professional  services, 
CSI  marketed  and  supported  the  software  product  line  of 
Distribution  Managment  Systems,  Inc.  (DMS)  until  DMS  was 
acquired  by  Computer  Associates  International. 

• The  MIRACLE  product  was  developed  during  1988  by  Calidus 
Systems,  Limited  in  a consortium  with  Peat  Marwick,  DEC,  and 
others.  Calidus  used  Cognos'  POWERHOUSE  fourth- 
generation  language  along  with  CASE  tools  to  develop  a 
functionally  rich  suite  of  products.  CSI  has  exclusive  rights  to 
market  MIRACLE  in  the  U.S.  and  Canada. 

• CSI  now  operates  as  a private  company,  with  Pi  Holdings  owning 
a minority  share  of  CSI. 

CSI  had  1991  revenue  of  about  $2  million.  It  is  anticipated  that 
1992  revenue  will  increase  100%  to  $4  million. 

CSI's  competitors  include  GSI  Transcomm,  Imerex,  and  Andersen 
Consulting. 

Key  Products  and 
Services 

Approximately  50%  of  CSI's  1991  revenue  was  derived  from  systems 
integration  professional  services.  The  remaining  50%  of  revenue 
was  derived  from  MIRACLE  software  and  associated  support 
services. 
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• CSI  management  anticipates  that  for  1992,  MIRACLE  sales  and 
support  services  will  contribute  about  70%  to  revenue. 

MIRACLE  software  is  available  for  DEC  VAX  VMS  computers. 

• MIRACLE  Distribution  Software  is  a fully  integrated  order  and 
inventory  solution  that  supports  all  phases  of  distribution, 
including  sales  order  processing,  purchase  order  processing, 
inventory  management,  warehousing,  radio  frequency,  and  EDI. 
Pricing  ranges  from  $10,000  to  $250,000,  depending  on  the 
platform. 

• MIRACLE  Financial  Software  provides  a range  of  accounting 
capabilities  for  multi-company,  multi-curreny,  multi-ledger 
operations.  Incorporating  DEC  products  such  as  DECforms, 
SQL,  and  ALL-IN-1,  the  software  supports  general  ledger, 
accounts  receivable,  fixed  assets,  budget,  and  accounts  payable 
functions.  Pricing  ranges  from  $7,500  to  $140,000,  depending  on 
the  platform. 

• MIRACLE  Direct  Marketing  Software  helps  sales  and  marketing 
organizations  process  orders,  serve  customers,  and  analyze  sales 
information.  Functions  include  mail  list  management,  marketing 
analysis,  order  entry,  and  fulfillment  processing.  Pricing  ranges 
from  $10,000  to  $50,000,  depending  on  the  platform. 

• CSI  also  provides  customization,  training,  implementation,  and 
operational  support  services  to  its  MIRACLE  clients. 

• There  are  currently  over  50  installations  of  MIRACLE  products 
worldwide  (including  Rolls  Royce,  British  Wire  & Cable,  and 
British  Petroleum).  To  date,  CSI  has  made  four  MIRACLE 
sales  in  North  America. 

CSI's  business  systems  integration  services  help  customers  identify, 

develop,  and  integrate  software  solutions  to  support  customer 

operations. 

• Professional  services  include  general  consulting,  project 
management,  education  services,  implementation  services, 
operational  support,  and  custom  software  design  and 
development  services. 

• Education  services  include  standard  training,  education  needs 
analysis,  "train-the-trainer"  sessions,  and  customized  curriculum 
and  material  development.  Services  are  provided  at  CSI's 
headquarters  or  customers'  facilities. 
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• Implementation  services  include  environmental  analysis, 
evaluation  of  interfaces,  implementation  planning,  and 
implementation  support. 

■ Operational  support  services  include  telephone  and  on-site 
support,  operational  site  audits,  consulting  on  new 
products/modules,  small-scale  applications  modification, 
diagnostic  investigation  and  analysis,  and  associated  management 
reports. 

• CSI's  expertise  includes  developing,  managing,  and  implementing 
major  distribution/logistics  systems. 

Industry  Markets 

The  target  market  for  CSI's  products  and  services  is  Fortune  1000 
companies  in  the  manufacturing,  food,  retail,  and  logistics 
industries. 

Geographic 

Markets 

One  hundred  percent  of  CSI's  revenue  is  derived  from  North 
America. 
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Cambar  Software,  Inc. 


President:  Roger  K.  Davis 

4975  LaCross  Road 
Charleston,  SC  29406 
Phone:  (803)  747-4900 

Fax:  (803)  554-2970 


Status:  Private 

Employees:  85 

Revenue:  $ 8,000,000* 

Fiscal  Year  End:  12/31/95 

* INPUT  estimate 


Company  Description 

Cambar  Software  provides  a complete 
distribution  software  package  for  large 
distributors  and  manufacturers.  The 
company  offers  three  products — The 
CONTROL  II  System,  the  Client/Server 
Warehousing  System  and  the  Shipping 
Management  System. 

The  company  considers  its  strengths  to  be  its 
complete  distribution  and  logisitics  solution, 
available  with  a choice  of  operating 
environments. 


Financials 

INPUT  estimates  that  Cambar’s  revenue  is 
approximately  $8  million. 

One  hundred  percent  of  revenue  is  derived 
from  applications  software  products  and 
associated  support  services. 

Market  Financials 

Approximately  70%  of  Cambar’s  revenue  is 
derived  from  wholesale  distributors  and  30% 
from  manufacturers. 

Geographic  Markets 

Virtually  all  of  Cambar’s  revenue  is  derived 
from  the  U.S.  The  company  has 
international  clients  in  Canada  and  the  U.K. 

In  addition  to  its  headquarters,  Cambar  has 
five  offices  across  the  U.S.  and  Canada. 
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Key  Products  and  Services 

All  of  Cambar’s  software  products  are  built 
on  portable,  open  systems  platforms, 
relational  technology  and  object-oriented 
programming  architecture. 

The  CONTROL  II  System  is  a redesigned 
version  of  the  company’s  original  CONTROL 
System. 

• CONTROL  II  modules  include: 

- Customer  Order  Processing 

- Inventory  Control/Forecasting 

- Purchasing  Management 

- Returns  Management 

• There  are  more  than  70 
CONTROL/CONTROL  II  clients 
worldwide. 

Cambar’s  Client/Server  Warehousing 
System  automates  warehousing  functions 
and  works  interactively  with  RF/bar  coding. 

The  Shipping  Management  System  fully 
automates  the  shipping  process,  including 
manifest  generation  and  label  production. 

Support  services  include: 


Clients 

Representative  software  clients  include 
distributors  and  manufacturers  with  sales 
from  $60  million  to  more  than  $1  billion, 
including  ACCO,  Canadian  Bearings, 
Champion  International,  Florist  Transworld 
Delivery  (FTD),  Ingram  Micro,  Simon  & 
Schuster,  Makita,  MCA  Distribution, 
Pioneer  Electronics  and  Zellerbach. 

Marketing  and  Sales 

Cambar  sells  its  software  through  a direct 
sales  force. 

Alliances 

Cambar  has  marketing  arrangements  with 
several  radio  frequency  equipment  vendors. 


• Requirements  analysis 

• Customization 

• Hardware  sizing 

• Installation 

• User  and  technical  training 

• Full  documentation  and  on-line  help 

• Source  code 

• Helpline  support 

• Maintenance  agreements 
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Cambridge  Technology 
Partners,  Inc. 


Chairman:  Warren  V.  Musser 

President  & CEO:  James  K.  Sims 

304  Vassar  Street 
Cambridge,  MA  02139 
Phone:  (617)374-9800 

Fax:  (617)374-8300 

Internet:  http://www.ctp.com 


Cambridge  Technology  Partners 


Status:  Public 

Employees:  1,300(6/96) 

Revenue:  $132,416,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Cambridge  Technology  Partners 
(Cambridge)  provides  systems  integration 
and  professional  services  to  enterprises 
using  or  migrating  to  open  systems 
environments  using  client/server 
architectures. 

• In  the  second  half  of  1995,  Cambridge 
strengthened  its  service  offering  through  the 
acquisitions  of  The  Systems  Consulting 


Group,  Inc.  (SCG)  and  Axiom  Management 
Consulting,  Inc.  SCG  and  Axiom  provide 
Cambridge  additional  expertise  in  packaged 
software  evaluation  and  implementation, 
and  business  process  redesign,  respectively. 

• During  1995,  European  revenues  increased 
142%,  representing  22%  of  total  revenue  for 
the  year.  Cambridge  opened  offices  in 
Frankfurt  (Germany),  Oslo  (Norway),  and 
Dublin  (Ireland).  The  company  is  working 
to  establish  offices  in  Latin  America  and 
Southeast  Asia  and  will  continue  to  expand 
into  major  cities  in  North  America  and 
Europe  in  1996. 
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• On  May  15,  1996,  Cambridge  announced  a 
3-for-l  stock  split. 

Company  Description 

Cambridge  is  an  international  systems 
integration  and  professional  services  firm  that 
provides  software  development  and  consulting 
services  to  organizations  with  large-scale 
information  processing  and  distribution  needs 
that  are  using  or  migrating  to  open  systems 
computing  environments  and  client/server 
technology. 

• Services  are  provided  at  the  enterprise- 
wide, specific  business  process,  and 
application  software  levels  of  an 
organization. 

• Upon  the  completion  of  consulting  services, 
Cambridge  designs,  develops,  and 
implements  one  or  more  strategic  software 
applications,  which  may  include  custom  and 
third-party  packaged  software,  and  then 
rolls  out  such  applications  to  the 
organization’s  end  users.  These  software 
applications  are  designed  to  achieve  a 
competitive  advantage,  enhance  the 
efficiency  and  functionality  of  specific 
business  processes  and  support  financial 
goals  of  the  client. 

• Cambridge  may  also  assist  clients  in 
providing  end-user  training  for  managing 
the  organizational  changes  that  accompany 
the  roll-out  of  new  applications  and  the 
assimilation  of  such  applications  into  the 
production  environment. 

• Cambridge  provides  network  analysis, 
design,  and  deployment  services  to  assist  its 
clients  in  implementing  applications  in  an 
open  systems  environment. 

• Cambridge  also  provides  packaged  software 
evaluation  and  implementation  as 
independent  service  offerings. 


• While  the  early  stages  of  a client 
engagement  may  result  in  a relatively  small 
amount  of  revenue,  a client  project  that 
involves  the  design  and  development  of  a 
custom  strategic  software  application 
typically  results  in  fees  ranging  from  $1 
million  to  $3  million. 

• Cambridge  has  performed  services  for 
clients  in  a range  of  industries.  Industrial 
companies  and  clients  in  the  aerospace, 
insurance,  financial  services, 
telecommunications,  and  consumer  products 
industries,  as  well  as  state  and  local 
governmental  agencies,  have  historically 
provided  the  greatest  source  of  revenue. 

Cambridge  was  formed  in  March  1991  under 
the  common  control  of  Safeguard  Scientifics, 
Inc.,  Radnor  Venture  Partners,  and 
Cambridge  Technology  Group,  Inc.  (CTG)  to 
continue  to  conduct  the  systems  integration 
and  software  development  business  of  CTG. 

• In  April  1993,  Cambridge  completed  an 
initial  public  offering  of  2.6  million  shares  of 
common  stock,  of  which  800,000  shares  were 
sold  by  the  company  and  the  balance  by 
Safeguard  Scientifics,  Inc.  Net  proceeds  to 
Cambridge  from  the  sale  were 
approximately  $3.7  million. 

• In  March  1994,  Cambridge  completed  a 
second  public  offering  of  2.5  million  shares 
of  common  stock,  of  which  500,000  shares 
were  sold  by  the  company  and  the 
remainder  by  certain  stockholders.  Net 
proceeds  to  the  company  of  $6.9  million  will 
be  used  for  general  corporate  purposes, 
including  working  capital  to  support  the 
expansion  of  its  North  American  and 
international  operations  and  to  fund  capital 
expenditures  and  possible  acquisitions. 
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Cambridge’s  current  principal  stockholder  is 
Safeguard  Scientifics,  which  owns  22.9%  of 
Cambridge’s  shares. 

Organization  and  Structure 

Cambridge’s  key  executives  are  listed  below: 


Cambridge  Key  Executives 


Name 

Title 

James  K.  Sims 

President  and  CEO 

Robert  L.  Gett 

President  Cambridge 
Technology  Partners 
(North  America) 

Christopher  H 
Greendale 

SVP  Marketing 

Thomas  G.  Richardson 

SVP  Worldwide  Domains 

William  A.  Seibel 

SVP  International 
Operations 

Michael  A.  Korchinsky 

President  of  Axiom 

Arthur  M Toscanini 

SVP  Finance,  CFO 

Susan  J.  Loker 

SVP  Human  Resources 

Cambridge  is  headquartered  in  Cambridge 
(MA). 

U.S.  regional  sales  offices  are  in  Atlanta  (GA), 
Dallas  (TX),  Detroit  (MI),  and  Seattle  (WA). 
Additional  sales  and  operations  facilities  are 
in  the  Chicago,  Los  Angeles,  Miami,  New 
York,  and  San  Francisco  metropolitan  areas 
and  in  Lansing  (MI). 

Cambridge  Scandinavia  (formerly  IOS  Group 
AB)  provides  services  in  Sweden,  with  offices 
in  Linkoping,  Stockholm,  and  Malmo.  Other 
European  offices  are  in  Amsterdam  (the 
Netherlands),  Dublin  (Ireland),  London 
(England),  Frankfurt  (Germany),  and  Oslo 
(Norway). 

Cambridge’s  Network  Services  Group, 
established  in  1994,  provides  network  design, 


analysis,  and  planning  services  to  build  the 
infrastructure  clients  need  to  support  a 
distributed  computing  environment.  In 
addition,  The  Management  Lab  was 
established  during  1994  to  provide  clients 
with  research  and  educational  services. 

Axiom  Management  Consulting,  Inc.  is  a 
wholly  owned  subsidiary  of  Cambridge 
acquired  in  October  1995  that  provides 
management  consulting  services,  focusing  on 
business  process  redesign. 

Company  Strategy 

Cambridge’s  objective  is  to  be  the  leading 
provider  of  enterprise-wide  information 
technology  (IT)  solutions  for  organizations 
with  large-scale  information  processing  and 
distribution  needs  that  are  using  or  migrating 
to  open  systems  computing  environments. 

The  company’s  strategy  for  achieving  this  goal 
includes  the  following  elements: 

• Structuring  client  projects  at  fixed  prices 
and  fixed,  timetables — Cambridge  helps 
clients  align  desired  IT  solutions  and 
technology  investment  by  using  rapid 
software  development  techniques  to  deliver 
IT  solutions  on  a fixed-price  and  fixed- 
timetable  basis.  At  the  commencement  of  a 
project  engagement,  Cambridge  and  its 
clients  agree  on  the  nature  of  project 
deliverables,  a price,  and  a timetable  for  the 
project.  Cambridge’s  goal  is  to  keep 
individual  application  development  projects 
under  nine  months  in  duration  to  increase 
the  client’s  ability  to  use  the  IT  solution  to 
maximize  competitive  advantage. 

Cambridge  continues  to  develop  a library  of 
object-oriented  software  components  to  be 
reused  in  software  application  development 
in  order  to  further  improve  the  efficiency 
and  quality  of  the  application  development 
process. 
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• Developing  strong  partnering  relationsh  ips 
with  clients — Cambridge’s  interactive 
approach  to  problem  solving  and  application 
software  development  involves  consensus- 
building among  a client’s  executives, 
computer  system  end  users,  and  MIS 
professionals  to  strengthen  client 
relationships.  This  approach  also  enables 
Cambridge  to  design,  develop,  and 
implement  IT  solutions  that  allow  the  client 
to  achieve  competitive  advantage,  enhance 
the  efficiency  and  functionality  of  specific 
business  processes,  and  support  financial 
goals.  Whether  developing  an  open 
enterprise  plan  for  implementing  an 
enterprise-wide  migration  to  an  open 
computing  environment  or  developing  single 
or  multiple  strategic  software  applications, 
Cambridge  seeks  to  establish  itself  as  the 
client’s  preferred  source  for  strategic  IT 
solutions. 

The  company  also  extends  its  partnering 
relationships  with  clients  beyond  specific 
engagements  by  offering  educational  and 
training  programs  through  its  interactive 
management  lab  and  CIO  Forums  and  other 
information-sharing  programs  that  provide 
clients  with  opportunities  to  exchange  ideas 
with  their  peers  as  well  as  learn  about  new 
information  technologies  and  client/server 
trends. 

• Facilitating  migration  to  flexible  computing 
environments — Cambridge’s  application 
development  process  enables  clients  to 
develop  an  open  computing  environment 
incrementally  by  implementing  strategic 
software  applications  that  can  operate 
across  existing  hardware  platforms  and 
leverage  existing  information  processing 
infrastructure.  The  company’s  approach  to 
implementing  IT  solutions  in  most  cases 
involves  the  introduction  or  further 
implementation  of  client/server 


architectures.  The  migration  to  open 
computing  environments  also  provides 
opportunities  to  rebuild  or  redesign  existing 
host-based  software  applications.  Clients 
can  also  take  advantage  of  Internet-based 
solutions. 

• Providing  additional  service  offerings — 
Through  the  acquisitions  of  SCG  and  Axiom, 
Cambridge  has  extended  its  service  offerings 
to  include  packaged  software  evaluation  and 
implementation  and  business  process 
redesign  consulting.  Cambridge  believes 
that  combining  business  process  redesign 
consulting  with  IT  solutions  will  give  it  a 
competitive  advantage  by  providing  a source 
of  software  development  projects. 

Cambridge  will  continue  to  provide 
additional  services  to  satisfy  the  IT  needs  of 
its  clients. 

• Capitalizing  on  domain  expertise — As  a 
result  of  Cambridge’s  information 
technology  consulting  and  development 
activities,  the  company  has  developed 
strategic  expertise  in  certain  client 
applications.  The  areas  of  expertise,  or 
“domains,”  include  customer  management 
systems,  core  applications  (financial, 
payroll,  human  resources,  and 
manufacturing/distribution),  business 
intelligence/data  warehousing,  remote  work 
force  automation,  and  training  services. 
Cambridge  intends  to  capitalize  on  its 
experience  in  these  domains  and  has 
appointed  Tom  Richardson  (formerly  the 
president  of  SCG)  to  serve  as  Senior  Vice 
President  of  Worldwide  Domains  with 
responsibility  for  identifying  and  developing 
domain  expertise  within  the  company. 

• Market  expansion — Cambridge  believes  that 
a strong  domestic  presence  enhances 
competitiveness.  The  company  plans  to 
continue  to  expand  domestically  through  the 
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establishment  of  additional  regional  sales 
offices  and  operations  facilities  in  major 
North  American  cities. 

To  capitalize  on  market  opportunities  in 
Europe,  Cambridge  has  established  sales 
offices  in  Germany,  Ireland,  and  Norway,  as 
well  as  sales  and  operations  facilities  in 
England,  Sweden,  and  the  Netherlands. 
Cambridge  also  plans  to  continue  to  increase 
its  international  presence  in  Europe  and 
create  a presence  in  Southeast  Asia  and 
Latin  America  by  establishing  sales  offices 
and  operations  facilities,  and  joint  ventures. 

• The  Internet — Cambridge’s  Internet 
initiative,  announced  in  February  1996,  is 
designed  to  enable  new  business  processes 
for  distributed  IT  environments  and 
leverages  Cambridge’s  expertise  in 
integrating  external  Web  sites  with 
strategic  business  applications  built  on 
internal  networks.  Cambridge  is  forming 
various  partnerships  with  Netscape 
(Netscape-authorized  training  centers),  Sun 
(Java  training),  Connect  (servers),  and 
Raptor  Systems  (firewalls). 

KnowledgeShare,  introduced  in  late  1995,  is 
Cambridge’s  technology  solution  to  help 
clients  capture,  apply,  and  share  internal 
knowledge  using  the  Internet  and  the  World 
Wide  Web.  It  consists  of  an  Intranet 
framework,  a World  Wide  Web  home  page,  a 
flexible  knowledge  repository,  and  a training 
workshop. 

Financials 

In  the  discussion  that  follows,  financials  have 
been  restated  to  reflect  the  pooling-of- 
interests  acquisitions  of  The  Systems 
Consulting  Group,  Inc.  and  Axiom 
Management  Consulting  during  1995. 


Cambridge’s  1995  revenue  reached  $132.4 
million,  a 59%  increase  over  1994  revenue  of 
$83.5  million. 

• Pro  forma  net  income  for  1995  was  $12.5 
million  and  includes  business  combination 
costs  of  $1.3  million  ($0.05  per  share) 
related  to  the  acquisitions  of  SCG  and 
Axiom,  partially  offset  by  a gain  of  $909,000 
($0.03  per  share)  related  to  the  sale  of 
Cambridge’s  interest  in  AdValue. 

• A five-year  financial  summary  is  shown  on 
the  following  page. 

Cambridge  management  attributes  1995 
revenue  increases  to  an  increase  in  the 
volume  of  services  dehvered  to  new  clients,  as 
well  as  leveraging  the  client  base  by 
undertaking  additional  projects  for  existing 
clients. 

• North  American  revenue  increased  45%  to 
$103.8  million,  reflecting  a 42%  revenue 
growth  of  Cambridge’s  newly  acquired 
companies  (SCG  and  Axiom)  in  1995 
compared  to  1994. 

• European  revenue  accounted  for  $28.6 
million,  or  22%  of  consolidated  revenue  in 
1995,  up  from  $11.8  mihion  (14%  of 
revenue)  for  the  same  period  in  1994. 

Cambridge’s  process  for  projects  is  divided 
into  six  stages,  beginning  at  one  of  two  stages, 
one  being  business  renewal  and  the  other 
being  a scope.  The  commencement  of  a 
particular  stage  of  a project  does  not 
necessarily  result  in  the  commencement  of 
any  other  stage.  Therefore,  the  number  of 
clients  is  not  necessarily  a reliable  measure  of 
net  revenue. 

• In  1995,  Cambridge’s  twenty  largest  clients 
accounted  for  approximately  47%  of 
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revenue,  compared  to  54%  and  62%  in  1994  Cambridge’s  client  base  growth  in  both 

and  1993,  respectively.  North  America  and  Europe. 

• Cambridge’s  revenue  concentration  by  client 
continues  to  decrease,  reflecting 


Cambridge  Technology  Partners,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$132.4 

$83.5 

$50.0 

$32.1 

$19.1 

• Percent  change  from 

previous  year 

59% 

67% 

56% 

68% 

N/A 

Income  before  taxes 

$20.8 

$12.0 

$6.1 

$3.2 

$0.2 

• Percent  change  from 

previous  year 

73% 

98% 

92% 

* 

N/A 

Pro  forma  net  income  (loss) 

$12.5 

$7.0 

$4.8 

$1.8 

$(0.1) 

• Percent  change  from 

(a) 

(b) 

previous  year 

77% 

46% 

169% 

* 

N/A 

Earnings  (loss)  per  share 

$0.74 

$0.46 

$0.34 

$0.14 

$(0.01) 

• Percent  change  from 

(a) 

(b) 

previous  year 

61% 

35% 

143% 

* 

N/A 

* Percent  change  exceeds  1,000%. 


(a)  Includes  business  combination  costs  of  $1.3  million  ($0.05  per  share)  related  to  the  acquisition  of  SCG 
and  Axiom  and  a gain  of  $909,000  ($0.03  per  share)  related  to  the  sale  of  Cambridge  's  interest  in 
AdValue. 

(b)  Includes  a one-time,  noncash  benefit  of  $1.2  million  ($0.08  per  share)  for  the  cumulative  effect  of  a 
change  in  accounting  for  income  taxes. 


Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1996  reached  $39.6  million,  a 46% 
increase  over  $27.2  million  for  the  same 
period  in  1995.  Net  income  for  the  quarter 
increased  74%  to  $4.1  million,  compared  to 
$2.4  million  for  the  same  period  a year  ago. 

Revenue  Analysis  by  Product / Service 
One  hundred  percent  of  Cambridge’s  1995 
revenue  was  derived  from  systems 
integration/professional  services. 


Market  Financials 

Cambridge  markets  its  services  to  a range  of 
industries.  Clients  primarily  include 
organizations  with  large  scale  information 
processing  and  distribution  needs  that  are 
using  or  migrating  to  open  systems  computing 
environments. 

Geographic  Markets 

Approximately  78%  of  Cambridge’s  1995 
revenue  was  derived  from  North  America  and 
22%  from  Europe.  A three-year  financial 
summary  is  shown  on  the  following  page. 
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Cambridge  Technology  Partners,  Inc. 
Three-Year  Geographic  Financial  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

$ 

Percent  of 
Total 

$ 

Percent  of 
Total 

$ 

Percent  of 
Total 

Revenue 

- North  America 

$103.8 

78% 

$71.7 

86% 

$49.8 

100% 

- Europe 

28.6 

22% 

11.8 

14% 

02 

zz% 

$132.4 

100% 

$83.5 

100% 

$50.0 

100% 

Income  (loss)  from  operations 

- North  America 

$17.6 

91% 

$11.7 

100% 

$6.6 

108% 

- Europe 

LI 

9% 

QJ. 

-% 

im 

im 

$19.3 

100% 

$11.8 

100% 

$6.1 

100% 

Acquisitions 

In  October  1995,  Cambridge  acquired  Axiom 
Management  Consulting,  Inc.  of  San 
Francisco  (CA)  for  approximately  336,000 
shares  of  Cambridge  common  stock.  The 
acquisition  was  accounted  for  as  a pooling  of 
interests. 

• Axiom,  formed  in  1988,  is  a management 
consulting  firm  that  specializes  in  business 
process  renewal  services  primarily  for 
Fortune  1000  companies.  Business 
Renewal™  is  Axiom’s  proprietary 
methodology  for  implementing  strategy- 
driven  business  change. 

• At  the  time  of  the  acquisition,  Axiom  had 
approximately  100  employees  at  its  offices 
in  San  Francisco,  Atlanta,  Chicago,  Dallas, 
Los  Angeles,  and  New  York. 

• The  acquisition  enhances  Cambridge’s 
business  process  consulting  services  by 
providing  critical  mass  in  the  management 
consulting  area. 


• Axiom  now  operates  as  a wholly  owned 
subsidiary  of  Cambridge. 

In  August  1995,  Cambridge  acquired  The 
Systems  Consulting  Group,  Inc.  (SCG)  for 
approximately  758,000  shares  of  Cambridge 
common  stock.  The  acquisition  was  accounted 
for  as  a pooling  of  interests. 

• SCG,  founded  in  1988  and  based  in  Miami 
(FL),  focuses  on  the  evaluation  and 
implementation  of  software  packages  for 
financial  reporting  and  consolidation, 
human  resources/payroll,  remote  work  force 
automation,  manufacturing,  and  retail 
distribution.  SCG  also  specializes  in 
emerging  technologies  and  techniques,  such 
as  imaging,  cooperative  processing,  and 
wireless  communications. 

• SCG,  with  1994  revenue  of  $12.2  million, 
had  approximately  200  employees  at  the 
time  of  the  acquisition  and  offices  in  Miami 
and  Chicago. 
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• SCG’s  client  base  included  companies  such 
as  Office  Depot,  Ryder  Systems,  Blockbuster 
Entertainment,  W.R.  Grace,  and  NYNEX. 

• The  acquisition  integrates  SCG’s  packaged 
software  evaluation  and  implementation 
practice  with  Cambridge’s  rapid  application 
development  and  deployment  of  client/server 
applications.  SCG  also  strengthens 
Cambridge’s  presence  in  the  Southeast  and 
Midwest  markets  in  the  U.S.  and  provides 
the  company  with  a competitive  advantage 
as  it  expands  into  Latin  America. 

• Effective  January  1,  1996,  the  operations  of 
SCG  were  merged  into  Cambridge. 

In  February  1994,  Cambridge  acquired  IOS 
Group  AB  of  Sweden  for  425,000  shares  of 
Cambridge  common  stock  (valued  on  the  date 
of  the  acquisition  at  $4.2  million)  and  $1,000 
in  cash.  The  acquisition  was  accounted  for  as 
a purchase. 

• IOS  Group  provides  open  systems  IT 
consulting  and  software  development 
services  in  an  enterprise-wide,  client/server 
environment. 

• IOS  Group  had  61  employees  at  the  time  of 
the  acquisition  and  annual  revenue  of 
approximately  $6  million. 

• Subsequent  to  the  acquisition,  IOS  Group 
was  renamed  Cambridge  Scandinavia. 

Divestitures 

In  May  1995,  Cambridge  sold  its  interest  in 
AdValue  Media  Technologies,  Inc.  for 
$909,000.  Cambridge  had  a 6.3%  investment 
interest  in  AdValue,  which  was  formed  in 
1991  to  develop,  test,  and  market  a 
centralized  spot  advertising  computer 
software  package. 


Employees 

As  of  December  31,  1995,  Cambridge  had 
1,062  employees,  up  from  518  employees  as  of 
the  end  of  1994. 

As  of  January  31,  1996,  Cambridge  had  a total 
staff  of  1,077  employees,  including  783 
employees  in  North  America  and  294 
employees  in  Europe. 

Employees  are  segmented  as  follows: 


Marketing  and  sales 57 

Application  developers  and 

systems  consultants 672 

Project  managers 152 

Client  managers 62 

Vice  presidents 37 

Senior  executives 8 

Administrative  staff 89 


1,077 

The  company  currently  has  approximately 
1,300  employees. 

Key  Products  and  Services 

Cambridge  provides  information  technology 
consulting  and  software  development  services 
and  evaluation  services  designed  to  achieve  a 
competitive  advantage,  enhance  the  efficiency 
and  functionality  of  specific  business 
processes,  and  support  financial  goals. 

• To  achieve  these  objectives,  Cambridge  uses 
its  rapid  development  methodology  to  take  a 
client  through  design,  development,  and 
roll-out  of  a significant  strategic  business 
application  in  approximately  nine  months,  a 
timeframe  Cambridge  believes  to  be 
significantly  shorter  than  those  of  its 
competitors. 

• Cambridge’s  custom  software  design  and 
development  activities  have  accounted  for 
most  of  the  company’s  revenues.  These  fees 
typically  range  from  $750,000  to  $2.5 
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million,  depending  on  the  type  of  application 
and  the  anticipated  complexity  of  the 
development  process. 

Consulting 

Cambridge  provides  consulting  services  to 
address  information  technology  issues 
occurring  at  three  organizational  levels — the 
enterprise-wide  level,  the  specific  business 
process  level,  and  the  application  level. 

• With  respect  to  each  of  these  consulting 
services,  Cambridge  has  developed  a 
methodology  for  completing  consulting 
projects  rapidly. 

• Clients  can  use  consulting  services  in 
connection  with  either  an  initial  or  a follow- 
on  assignment. 

Rapid  Business  Renewal  is  a proprietary 
methodology  developed  by  Axiom  for 
evaluating  strategic  business  change 
encompassing  all  dimensions  of  a client’s 
operations,  including  processes, 
organizational  structure,  technology,  and 
people. 

• A client  can  begin  work  with  Axiom  at  this 
stage  to  determine  which  of  its  business 
processes  should  be  examined. 

• A project  starts  by  establishing  a strategic 
context  or  road  map  for  achieving  desired 
performance  levels  within  a selected 
business  unit.  Then  Axiom  assists  clients  to 
develop  future  operating  models  and 
prototypes  in  the  innovation  phase  of  the 
project.  These  models  are  then  reviewed  in 
light  of  real-world,  physical  boundaries  and 
provide  the  basis  for  implementation  of  a 
renewed  business  process. 

Scope  is  the  second  consulting  option  for 
clients.  A scope  is  a one-  or  two-week  process 
for  identifying  strategic  applications  most 


likely  to  maximize  a client’s  return  on  IT 
investment,  achieve  a competitive  advantage, 
enhance  the  efficiency  and  functionality  of 
specific  business  processes,  or  support 
financial  goals. 

• Clients  can  prioritize  the  development 
process  based  on  the  results  of  scoping  and 
may  choose  to  develop  their  application 
incrementally  in  order  to  speed  up  their 
realization  of  competitive  advantage  and 
productivity  and  cost-reducing  benefits. 

• Cambridge  also  prepares  a detailed  plan 
describing  the  steps  necessary  to  complete 
the  development  cycle. 

Rapid  Solutions  Workshop  (RSW) 

RSW  is  a three-week  process  involving  a team 
of  Cambridge’s  project  managers,  analysts, 
and  software  developers,  as  well  as  a team  of 
the  client’s  executives,  information  system 
end  users,  and  MIS  professionals. 

• The  first  two  weeks  of  the  process  are  spent 
in  a cooperative  effort  with  the  client  to 
identify  the  scope  of  the  application,  to 
design  the  features  of  a prototype,  and  to 
build  a business  case  supporting  the 
application. 

• During  the  final  week  of  the  process,  the 
teams  participate  in  an  intensive  workshop 
process  held  at  one  of  Cambridge’s  facilities 
(Cambridge,  Chicago,  Lansing,  Los  Angeles, 
New  York,  San  Francisco,  the  U.K.,  the 
Netherlands,  or  Sweden).  Together,  the 
client  and  Cambridge  teams  develop  a 
functional  prototype  of  the  chosen  strategic 
application,  define  required  functionality 
based  on  the  jointly  created  business  case, 
and  resolve  key  business  and  technical 
implementation  issues. 

• The  RSW  concludes  with  a presentation  of 
the  application  prototype  by  the  client  team 
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to  the  client’s  executives.  The  inclusive 
nature  of  the  RSW,  coupled  with  the 
technical  pi'oof  of  the  application  concept 
offered  by  a prototype  demonstration,  builds 
consensus  for  the  chosen  application  and 
adds  momentum  to  the  process. 

• The  RSW  process  can  also  be  used  by  clients 
to  build  consensus  for  the  implementation  of 
a redesigned  business  process  or  a third- 
party  software  package. 

Design 

Application  design  includes  a functional  and 
technical  blueprint  of  the  software  application 
to  be  developed. 

To  implement  application  design,  Cambridge 
personnel  identify  all  potential  business 
processes  and  their  related  functions, 
prioritize  these  processes,  identify  end-user 
requirements,  and  detail  the  application 
architecture. 

This  process  is  typically  accomplished  in  six  to 
eight  weeks,  a timeframe  Cambridge  believes 
is  significantly  shorter  than  for  comparable 
services  provided  by  its  competitors. 

At  the  end  of  this  period,  Cambridge  delivers 
a fixed-price,  fixed-timetable  plan  for 
developing  and  implementing  the  application. 

Development 

Development  services  include  development  of 
the  custom  software  necessary  to  operate  the 
application,  systems  integration — including 
integration  of  the  application  into  the  existing 
information  processing  architecture  and  the 
coordination  of  hardware  requirements  and 
network  configuration — and  testing  and 
implementation  of  the  application. 

Cambridge’s  approach  to  the  implementation 
of  client/server  architecture  is  based  on  a 
three-tiered  architecture  that  positions  an 


open  systems  hardware  platform  (typically  a 
UNIX-based  computer)  as  a processing  link 
between  the  user  interface  or  “client”  and  the 
host  system  or  “server”  to  be  accessed. 

Cambridge  also  uses  open  standards-based 
software  tools  and  reusable  objects  that  can 
help  shorten  the  application  development 
cycle. 

Cambridge  divides  the  development  process 
into  sub-projects,  such  as  user  interface, 
functionality,  and  data  modules,  each  of  which 
is  typically  implemented  in  parallel  by 
distinct  teams. 

Cambridge  continues  to  develop  a library  of 
object-oriented  software  components  that  are 
reused  in  software  application  development  in 
order  to  further  improve  the  efficiency  and 
quality  of  the  application  development 
process. 

Roll-Out 

Upon  completion  of  the  software  development 
process,  Cambridge  assists  its  clients  in  the 
roll-out  of  the  application  into  the  workplace 
and  its  assimilation  into  the  production 
environment.  Cambridge  also  assists  its 
clients  in  managing  the  organizational 
changes  that  accompany  roll-out  of  the 
application. 

Support 

Cambridge  offers  various  optional  services  to 
support  the  developed  software  application, 
including  application  and  tools  support, 
technical  consulting,  project  management 
support,  and  systems  training  for  client 
personnel. 

• These  services  can  be  contracted  for 
individually  or  as  part  of  a package  with 
development  and  roll-out  services. 
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• Support  services  are  available  for  periods 
ranging  from  three  months  to  one  year. 
Cambridge  charges  a support  fee  based  on  a 
per-diem  rate. 

Empowerment 

The  goal  of  these  services  is  to  enhance  client 
independence  through  training  in  the 
technologies  and  methods  used  to  develop  and 
maintain  open  systems  applications.  These 
services  range  from  formal  training  in  the 
skill-sets  required  to  develop  additional 
software  applications  to  administer  and 
support  the  developed  software  and  use  the 
applicable  software  tools,  to  informal  hands- 
on  experience  and  direct  interaction  with 
Cambridge  personnel  throughout  the 
application  development  process. 

Network  Services 

Cambridge’s  Network  Services  Group  provides 
computer  network  analysis,  design, 
deployment,  and  support  services  either  in 
connection  with  application  development 
projects  or  as  independent  engagements. 

• Analysis  services  are  designed  to  help 
clients  gain  a detailed  understanding  of 
their  current  network  environment  and 
include  reviewing  the  architecture  and 
security  of  the  current  network  and 
analyzing  the  costs  and  risks  associated 
with  the  current  network. 

• Design  services  assist  clients  in  defining  a 
network  infrastructure  capable  of 
supporting  strategic  business  goals  and 
developing  plans  to  build  and  manage  this 
network. 

• Cambridge  also  assists  clients  with 
deploying  and  managing  the  network. 


Software  Package  Evaluation  and 
Implementation 

Cambridge  performs  a process  for  packaged 
software  projects  similar  to  the  one  it  uses  for 
custom  software  projects,  leading  clients 
through  consulting,  rapid  solution  workshops 
to  choose  the  correct  software  package, 
customization  of  the  software  package,  and 
then  implementation. 

Although  the  software  package  services  are 
currently  contracted  for  on  a time-and- 
materials  basis,  Cambridge  is  working  to 
transfer  new  engagements  to  fixed  time/fixed 
price  models. 

Projects/Clients 

Cambridge  designed  and  developed  a 
Customer  Service  Workbench  customer 
management  system  for  ReliaStar  Financial 
Corp.  The  system  provides  an  integrated  view 
of  customer  information  found  on  16  legacy 
systems,  as  well  as  contract  history,  standard 
customer  proposal  templates,  automatic  policy 
calculations,  and  a lead  generation  tool  based 
on  customer  life  events. 

Cambridge  worked  with  Blue  Cross  & Blue 
Shield  of  Rhode  Island,  to  design,  develop,  and 
implement  a “Blue  Ribbon  Customer  Service 
System”  that  integrates  membership,  claims, 
and  research  information  from  separate 
databases  and  to  develop  a customer 
information  network  integrating  marketing, 
underwriting,  benefits  analysis,  and 
communications. 

For  Allied  Signal  Aerospace,  Cambridge 
designed  and  developed  the  Electronic 
Storefront  System — an  inventory 
management  system  to  support  faster 
turnaround  for  locating  and  delivering  parts 
to  customers.  The  system  links  10  legacy 
systems  to  Allied  Signal  to  provide  a common 
interface  that  permits  Allied  Signal  and  its 
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clients  to  administer  orders,  schedule 
deliveries,  track  inventory,  and  prepare 
quotes. 

Cambridge  partnered  with  Ericsson  Radio  AB 
to  create  a “virtual  organization”  that 
transcends  geographic  locations.  The  system 
gives  users  in  Sweden,  China,  Hong  Kong, 
and  Macao  an  integrated  process  for  customer 
service  and  consistent  operations  across 
geographic  boundaries. 

Cambridge  developed  a customer  service 
system  for  the  PersonaLink  Services  division 
of  AT&T  that  is  designed  to  enable  a customer 
service  representative  to  retrieve  relevant 
customer  information  prior  to  answering  the 
call  and  to  monitor  usage  to  facilitate  more 
efficient  cross-selling  and  telemarketing  to 
existing  customers. 

For  J.P.  Morgan  & Co.  Incorporated 
Cambridge  supplemented  J.P.  Morgan’s 
technical  expertise  and  provided  critical 
management  skills  and  delivered  several 
projects,  including  rapid  solutions  workshops, 
an  Equities  Listed  Trader  Workstation,  and  a 
business/technology  strategy  project. 

Cambridge  worked  with  Lockheed  to  develop 
a streamlined  procurement  system  using  an 
object-oriented  development  approach. 

Cambridge  has  also  developed  and 
implemented  strategic  applications  for  Air 
Products  and  Chemicals,  Ameritech,  Bacardi 
Corporation,  BellSouth  Services,  Blue  Cross  & 
Blue  Shield  of  Hawaii,  Charles  Schwab  & Co., 
Chrysler,  Citibank,  Dow  Jones,  DuPont  de 
Nemours,  Dutch  Ministry  of  Economic  Affairs, 
Federal  National  Mortgage  Association 
(Fannie  Mae),  First  Boston,  Ford  Motor 
Company,  Fujitsu,  General  Mills,  Hasbro, 
Hewlett-Packard,  Hoechst  Celanese,  Hughes 
Space  and  Communications  Company, 
Ingersoll-Rand,  Inland  Steel,  Kaiser 


Permanente,  Levi  Strauss  International, 
Lockheed,  Los  Angeles  Cellular  Telephone 
Co.,  Massachusetts  Financial  Services  Co., 
McKesson,  Michigan  Department  of 
Transportation,  NationsBank,  Nike,  Northrop 
Grumman  Commercial  Aircraft  Division, 
NYNEX,  Options  Clearing  Corporation, 

Pacific  Bell,  Prudential,  Putnam  Investments, 
RJR  Nabisco,  Saab/Scania,  Shell,  Unilever, 
Union  Fidelity  Life,  Union  Pacific  Resources 
Company,  Vanguard  Group,  WearGuard,  and 
Xerox,  among  others. 

Other  clients  have  included  Blockbuster 
Entertainment,  Delta  Airlines,  Federal 
Express,  Microsoft,  Philips,  Pizza  Hut 
Worldwide,  Royal  Caribbean  Cruise  Lines, 
Ryder,  Sybase,  Telia,  and  Visa. 

Marketing  and  Sales 

Cambridge  markets  its  services  in  North 
America  through  a direct  sales  force  of  19 
employees  operating  out  of  its  Cambridge 
headquarters  and  its  regional  offices,  which 
provide  clients  with  local  contact  and  support. 

Cambridge  markets  its  services  in  Europe 
through  a direct  sales  force  of  eight  employees 
operating  out  of  its  offices  in  England,  the 
Netherlands,  and  Sweden. 

Cambridge  also  conducts  cooperative 
marketing  programs  with  certain  hardware 
and  software  vendors,  including  Hewlett- 
Packard,  Sun  Microsystems,  Oracle,  Informix, 
Sybase,  Aurum  Software,  The  Vantive 
Corporation,  and  Clarify  Inc. 

Cambridge  hosts,  either  independently  or  in 
conjunction  with  hardware  and  software 
vendors,  a variety  of  marketing  programs  for 
MIS  professionals  that  explain  Cambridge’s 
methodology  for  achieving  competitive 
advantage  through  open  systems  and 
distributed  computing. 
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Existing  clients  are  an  important  component 
of  Cambridge’s  marketing  strategy. 
Approximately  50%  of  business  is  generated 
by  repeat  engagements  with  clients.  Follow- 
on  projects  leverage  sales  and  marketing 
resources  and  strengthen  the  company’s  client 
relationships. 

Another  component  of  Cambridge’s  marketing 
strategy  is  to  expand  on  the  experience 
developed  in  certain  areas  such  as  customer 
management  systems  in  order  to  gain 
additional  experience  and  increase  the 
likelihood  of  further  client  assignments. 

Alliances 

Cambridge  has  a range  of 
alliances/agreements  with  various  vendors, 
including  Flexilnternational,  Information 
Resources,  Integral  Systems,  J.D.  Edwards, 
Logic  Works,  Lotus,  Microsoft,  Netscape, 
Oracle,  Powersoft,  PVCS,  Raptor  Systems, 
SAP,  SQL  Financials,  Sun  Microsystems, 
Sybase,  ViewStar,  and  XcellNet. 

Competition 

Cambridge’s  competitors  include  BSG 
Corporation,  Andersen  Consulting, 

Technology  Solutions  Corporation,  SHL 


Systemhouse,  Innovative  Information 

Systems,  CAP  GEMINI  AMERICA,  Computer 

Sciences  Corporation,  EDS,  Keane,  Hewlett- 

Packard,  IBM,  Unisys,  and  Digital  Equipment 

Corporation. 

INPUT  Assessment 

Cambridge  strengths  include  the  following: 

• Cambridge  was  one  of  the  first  companies  to 
offer  client/server  rapid  application 
development  and  often  builds  applications 
in  six  months.  The  company’s  approach  to 
development  appeals  to  large  companies, 
especially  for  large  or  very  large  projects. 

• The  company  has  expanded  its  service 
offerings  through  its  acquisitions  of  SCG 
and  Axiom,  while  maintaining  rapid  growth. 

Challenges  include: 

• Successfully  expanding  into  additional 
international  markets 

• Selling  additional  services  to  Axiom  clients 

• Completing  the  integration  of  acquired 
businesses 
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Candle  Corporation 

Chairman  & CEO:  Aubrey  Chernick 

President  & COO:  Robert  J.  LaBant 

2425  Olympic  Boulevard 
Santa  Monica,  CA  90404 
Phone:  (310)829-5800 

Fax:  (310)582-4287 

Internet:  http://www.candle.com 

(Candle 

Status:  Private 

Employees:  1,300  (12/96) 

Revenue:  $266,000,000 

Fiscal  Year  Ending:  12/31/96 


Key  Points 

• Candle  Corporation  (Candle)  is  a leading 
independent  developer  and  supplier  of 
Solutions  for  Networked  Businesses™. 
Candle  offers  Solutions  for  Networked 
Applications™,  which  includes  software  and 
services  to  help  customers  design,  develop, 
test,  and  deploy  applications  that  run  their 
businesses.  Candle  also  offers  Availability 
Management  Solutions,  which  include 
advanced  systems  management  tools,  such 
as  the  Candle  Command  Center™,  to  help 
customers  manage  the  performance  and 


availabihty  of  their  systems  and 
applications. 

• In  January  1997,  Candle  acquired  the 
MQView  product  line  from  Apertus 
Technologies  Inc.,  increasing  the  company's 
range  of  message-based  solutions. 

• In  November  1996,  Candle  acquired  PowerQ 
Software  Corporation,  a developer  of 
application  test  and  development  solutions 
for  MQSeries,  IBM's  messaging  middleware. 

• In  October  1996,  the  company  launched  the 
Candle  Business  Partner  program,  a value- 
added  reseller  (VAR)  program. 
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• In  September  1996,  the  company  acquired 
AMSYS  North  America,  an  MQSeries 
services  provider. 

• In  September  1996,  Candle  announced  its 
new  initiative,  Solutions  for  Networked 
Applications,  offering  both  traditional 
systems  management  tools  (performance, 
configuration,  etc.)  as  well  as  solutions  for 
application  professionals. 

• In  July  1996,  Robert  J.  LaBant,  was 
appointed  as  president  and  chief  operating 
officer. 

• In  July  1996,  the  company  acquired 
CleverSoft,  Inc.  a developer  of  management 
solutions  for  Lotus  Notes. 

• In  February  1996,  Candle  acquired  Aurora 
Systems,  Inc.’s  MQSeries  monitoring 
product,  MQMON™  for  MVS,  to  enhance 
the  Candle  Command  Center™  for 
MQSeries. 

• In  December  1995,  the  company  began 
shipping  its  Candle  Command  Center 
solutions  that  enable  the  integrated 
management  of  distributed  and  mainframe 
systems. 

Company  Description 

Candle  was  founded  in  1976  Aubrey  Chernick, 
developer  of  OMEGAMON®  for  MVS,  the  first 
real-time  performance  monitor  for  IBM's  MVS 
operating  system. 

The  company,  which  celebrated  its  20th 
anniversary  in  1996,  is  a leading  independent 
developer  and  supplier  of  systems 
management  software. 


Candle's  products  and  services  for  enterprise 
availability  management,  including 
automation,  status  management,  application 
integration,  and  database  management,  are 
currently  installed  in  more  than  5,000  data 
centers  in  more  than  30  countries  worldwide. 

Structure  and  Operations 

Headquartered  in  Santa  Monica  (CA),  the 
company  has  offices  in  42  locations  worldwide. 

North  American  offices  are  located  in  Agoura 
Hills,  Corte  Madera,  Sunnyvale,  and  Westlake 
Village  (CA);  Atlanta  and  Norcross  (GA); 
Boston  (MA);  Cincinnati  (OH);  Dallas  and 
Houston  (TX);  Detroit  (MI);  Englewood  (CO); 
Falls  Church  and  McLean  (VA);  New  York 
City  and  White  Plains  (NY);  Oak  Brook  (IL); 
Philadelphia  (PA);  Rochester  (MN);  Tampa 
(FL);  and  Toronto  and  Vancouver  (Canada). 

Candle's  European  headquarters  are  located 
in  Paris  (France).  The  company's  Asia/Pacific 
headquarters  are  located  in  North  Sydney 
(Australia). 

International  locations  are  in  Australia, 
Austria,  Belgium,  Brazil,  Denmark,  Finland, 
France,  Germany,  Hong  Kong,  Italy,  Japan, 
South  Korea,  Malaysia,  the  Netherlands, 
Norway,  Singapore,  Sweden,  Switzerland,  and 
the  U.K. 

The  company  has  distributors  in  Argentina, 
Greece,  Israel,  Italy,  Mexico,  the  Philippines, 
Portugal,  Saudi  Arabia,  South  Africa,  Spain, 
Taiwan,  Thailand,  Turkey,  Venezuela, 
California,  and  Texas. 

Candle's  key  executives  are  summarized  on 
the  following  page. 
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Candle  Corporation 


Key 

Executives 

Name 

Title 

Aubrey  Chernick 

Chairman  & CEO 

Bob  LaBant 

President  & COO 

Kenny  Slutsky 

Vice  Chairman 

Byron  Prinzmetal 

VP,  Information  Technology 
and  Infrastructure 
Reengineering 

Don  Mellert 

VP  and  CFO 

Chris  Graham 

VP  and  Controller 

Ken  Larson 

VP,  H R & Administration 

Joan  Seavey 

VP,  Communications 

Christine  von 
Wrangel 

VP  and  General  Counsel 

Andy  Mullins 

VP,  Solutions  Management 

Steve  Craggs 

VP,  Solutions  for  Networked 
Applications 

Tony  D'Errico 

VP,  Professional  Services 

David  Malmstedt 

VP,  Americas 

Bernard  Girbal 

VP,  Europe 

Jon  de  Wit 

VP,  Asia/Pacific 

John  Kogel 

VP,  R&D/Genesis  Group 

Art  Goldstein 

VP,  Research  & 
Development 

Company  Strategy 

Candle  is  currently  four  years  into  a seven- 
year,  $500  million  research  and  development 
program  targeting  development  for  new 
distributed  and  mainframe  solutions,  as  well 
as  support  of  current  mainframe  products. 

The  company  is  also  investing  in  middleware 
solutions,  such  as  IBM's  MQSeries  and 
Microsoft's  messaging  software. 

As  part  of  this  program,  research  and 
development  expenditures  have  averaged  30% 
of  revenue  over  the  past  five  years. 


In  September  1996,  Candle  announced  a set  of 
new  initiatives  and  products,  broadening  its 
focus  from  enterprise-wide  availability 
management  for  production  applications  to 
include: 

• The  design,  development,  and 
implementation  of  middleware-based 
applications 

• New  open  connections  to  other  management 
systems  and  tools 

• The  rapid  expansion  of  its  professional 
services  organization 

• Services  and  tools  to  connect  current 
business  systems  to  the  Internet 

The  company  employs  a partnership  strategy 
and  works  with  leading  middleware 
organizations  to  provide  products  and  services 
for  availability  management  for  applications, 
systems,  and  networks;  tools  to  manage 
middleware  and  middleware-based 
applications;  and  an  expanding  services 
organization  to  design,  develop,  and  deploy 
new  middleware  applications  across  networks, 
including  the  Internet. 

In  an  effort  to  provide  customers  with  high- 
quality  products  and  services,  Candle  follows  a 
product  pricing  strategy  called  Quick  Start 
Pricing — designed  to  match  the  value  of  its 
products  and  services  to  customers' 
requirements. 

Financials 

Candle's  1996  revenue  reached  $266  million,  a 
16%  increase  over  revenue  of  $230  million  for 
1995. 

A five-year  financial  summary  appears  below. 
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Candle  Corporation 
Five-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

1992 

Revenue 

$266.0 

$230.0 

$213.0 

$210.0 

$196.0 

• Percent  increase  from 
previous  year 

16% 

8% 

1% 

7% 

16% 

Market  Financials 

Candle's  revenue  is  derived  from  many 
industry  sectors,  including  banking,  retail, 
manufacturing,  utilities,  finance,  aerospace, 
medial,  and  telecommunications. 

Approximately  75%  of  the  Fortune  500 
companies  use  Candle  products. 

Revenue  Analysis  by  Product  Line: 

Virtually  100%  of  Candle's  1996  revenue  was 
derived  from  software  products  and  associated 
maintenance  services. 

Geographic  Markets 

Approximately  60%  of  Candle's  1996  revenue 
was  derived  from  the  U.S.  and  the  remaining 
40%  from  international  sources. 

Candle's  products  are  licensed  extensively  in 
the  U.S.  and  in  over  30  countries  worldwide. 

Acquisitions 

Recent  acquisitions  made  by  Candle  include 
the  following: 

• In  January  1997,  Candle  purchased  the 
MQView  product  line  from  Apertus 
Technologies  Incorporated  for  approximately 
$7.4  million. 

- MQView  is  a product  for  centralized 
installation,  configuration,  and  monitoring 
of  IBM's  MQSeries  messaging  software  in 
a distributed  environment. 


- This  acquisition  expands  Candles  software 
portfolio  allowing  it  to  offer  one  of  the 
broadest  ranges  of  message-based 
solutions  in  the  industry. 


- With  the  acquisition  of  PowerQ  Software, 
Candle  has  broadened  its  business  focus 
beyond  availability  management  to  include 
providing  Solutions  For  Networked 
Applications. 

- PowerQ's  president  and  chief  technologist, 
Bill  Emerson,  is  heading  up  Candle's  new 
application  development  laboratory,  to  be 
located  in  Norcross  (GA). 


- This  acquisition  enhances  Candle’s  newly 
expanded  professional  services 
organization,  providing  resources  to  assist 
in  the  implementation  of  middleware  and 
MQSeries  solutions. 


• In  November  1996,  Candle  acquired 
Norcross  (GA)-based  PowerQ  Software,  a 
developer  and  marketer  of  the  PowerQ 
Series  of  application  test  and  development 
solutions  for  MQSeries  application 
programmers. 


• In  September  1996,  Candle  acquired 
AMSYS  North  America,  a software 
integration  services  organization 
specializing  in  the  installation, 
configuration,  software  development,  and 
training  services  for  middleware  and 
MQSeries  commercial  messaging  systems. 
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- Services  of  the  new  AMSYS  professional 
services  unit  include  professional 
consulting,  architecture  and  design  of 
complex  solutions,  application 
development  and  deployment,  and  project 
management  services. 

- AMSYS  North  America’s  CEO,  Ian 
Hadfield,  is  now  heachng  Candle’s 
worldwide  messaging/middleware  services 
practice. 

• In  July  1996,  Candle  entered  into  the  Notes 
management  business  with  the  acquisition 
of  Scarborough  (ME)-based  CleverSoft,  Inc., 
a developer  of  management  solutions  for 
Lotus  Notes. 

- Included  in  the  acquisition  is  CleverWatch, 
CleverSoft's  solution  for  monitoring  and 
managing  Lotus  Notes  servers,  and  Clever 
Analysis,  a capacity  analysis  planning  and 
reporting  tool. 

- Candle's  new  Notes-focused  business  is 
headed  by  CleverSoft  President  Alex 
Bakman,  who  is  also  Candle’s  vice 
president  of  solutions. 

Employees 

As  of  December  31,  1995,  Candle  had  1,213 
employees.  The  company  currently  has 
approximately  1,300  employees. 

Key  Products  and  Services 

Candle  Command  Center ™ 

The  Candle  Command  Center  is  a network 
and  systems  management  system  built  on  an 
object-based  architecture  that  also  forms  the 
central  point  for  managing  mission-critical 
applications.  Solutions  manage  the 
availability  and  performance  of  systems, 
networks,  and  applications  spanning  the 
enterprise. 


Candle  Command  Center  solutions  provide 
systems  management  tools  for  mainframe, 
distributed,  and  client/server  systems. 

• Candle  Command  Center  for  Distributed 
Systems  is  for  midrange  and  distributed 
environments.  This  can  be  configured  with 
OMEGAMON  Monitoring  Agents™  for: 

- UNIX — Supporting  AIX,  HP-UX,  Solaris, 
SunOS,  and  SINIX 

- Microsoft  SQL  Server 

- Oracle,  Sybase,  and  Informix 

- Microsoft  Windows  NT 

- NetWare 

- IBM  OS/2 

- Alert  Adapters™  for  NetView  for  AIX,  CA- 
Unicenter,  HP  OpenView,  and  Tivoli/TME 
10  Enterprise  Console — To  monitor 
TCP/IP  and  SNA  from  a single 
workstation 

• Mainframe-based  Candle  Command  Center 
solutions  include: 

- Sysplex — For  IBM  MVS  5.1  and  above 

- CICS — For  all  supported  releases  of  IBM's 
CICS 

- IMSplex— For  IBM's  IMS 

- DB2plex — For  IBM’s  DB2  relational 
database 

- MQSeries — For  IBM's  messaging 
middleware 

• The  Candle  Command  Center  also  offers 
Command  & Control™  facilities  to  provide  a 
single  point  for  accessing  console  facilities 
and  messages  from  a variety  of  systems, 
including  MVS,  UNIX,  OS/2,  and  Windows 
NT. 
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• Candle  Command  Center  Automation  allows 
direct  console  access  to  issue  system 
commands  and  resolve  availability 
problems. 

• Used  in  conjunction  with  Candle  Command 
Center,  OMEGA  VIEW  II™  for  the 
Enterprise  provides  a centralized  view  of  all 
system  and  application  events,  allowing 
users  to  manage  a variety  of  systems  or 
applications  that  cross  multiple  platforms. 

Availability  Command  Center ™ 

Candle's  Availability  Command  Center 
solutions  help  data  center  managers  assess 
the  performance  of  systems  by  providing  on- 
line views  of  the  condition  of  critical 
applications,  regardless  of  the  platforms  and 
resources  they  use. 

Availability  Command  Center  components 
include  the  following: 

• OMEGAVIEW — The  graphical,  central  point 
of  control  for  displaying  system  status  of 
response  time,  resources,  and  customer- 
defined  exceptions 

• OMEGACENTER  Gateway™  for  MVS — The 
analytical  engine  that  filters,  evaluates,  and 
responds  to  critical  events  reported  from 
multiple  sources 

• OMEGACENTER  Gateway  for  OS/2 — From 
an  outboard  workstation,  systems 
management  for  multiple  platforms, 
including  Digital,  Tandem,  and  Hewlett- 
Packard  RS/6000 

• OMEGAMON  II — Performance  monitors  for 
real-time  and  historical  analysis  of  system 
performance  of  MVS,  CJCS,  DBCTL,  DB2, 
IMS,  VTAM,  VM,  and  SMS 


Solutions  for  Networked  Applications ™ 

Under  the  company's  new  initiative,  Solutions 
for  Networked  Applications,  Candle  offers 
products  and  services  to  help  customers 
design,  deploy,  and  manage  new  middleware- 
based  applications.  The  initiative  offers  both 
traditional  systems  management  tools  and 
solutions  for  application  professionals,  as  well 
as  including  design  solutions  through  the 
Candle  Design  Network,  middleware 
solutions,  and  security  tools. 

• Packaged  solutions  include  products  and 
services  for  the  deployment  of  networked 
applications  based  on  MQSeries. 

• Candle  Consulting  and  Services  provides 
consultants  and  other  specialists  with  skills 
in  building  networked  applications. 

• The  global  Design  Network™  provides 
customers  with  access  to  experts  in 
emerging  middleware  technologies. 

• Candle  Command  Center  for  MQSeries  is  an 
integrated  solution  for  managing  the 
availability  and  performance  of  MQSeries 
resources. 

• Candle  Command  Center  for  MQSeries 
Configuration  Manager  is  a tool  that 
simplifies  configuration  definition  and 
management. 

• MQSeries  Fundamentals  Computer-Based 
Training  provides  cost-effective  training  for 
learning  the  basics  of  MQSeries. 

• MQView  is  a standards-based  system 
management  software  for  centralized 
installation,  configuration,  and  monitoring 
of  MQSeries  messaging  software. 

• PQEdit,  is  an  application  development  tool 
that  helps  speed  applications  to  production. 
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• Consulting  services  concerning  all  aspects  of 
MQSeries  were  added  with  the  acquisition  of 
AMSYS  North  America  in  September  1996. 

• Candle  also  provides  a solution  for 
managing  desktop  applications,  which 
includes  IntelliWatch  Monitor  for  Lotus 
Notes  (formerly  CleverWatch),  which  is  a 
Notes  server-based  availability  and 
performance  management  system. 

Customer  Support 

Candle  Electronic  Customer  Support  (CECS) 
provides  24-hour,  seven-days-per-week 
support  to  customers,  including  on-site, 
telephone,  and  on-line  support.  Services 
offered  include: 

• Technical  Solutions 

• Maintenance 

• Preventative  Service  Planning 

• Incident  Reporting 

• News  and  Alerts 

• Education 

• E-mail  Facility 

• Product  Documentation/Upgrades 

• File  Delivery  Services 

Clients 

Candle  has  more  than  70,000  customers 
worldwide,  including  American  Express,  MCI, 
Northrup  Grumman,  Interpay  ( Bank  Giro), 
Baptist  Healthcare,  JPL,  and  Bankers  Trust, 
among  others. 

Marketing  and  Sales 

Candle's  products  are  sold  to  multiple 
industries.  The  company  has  traditionally 
sold  its  products  worldwide  through  a network 
of  agents  that  provide  complete  coverage 
across  Europe,  South  America,  Asia,  and  the 
Middle  East. 


In  October  1996,  the  company  launched  its 
expansion  into  new  distribution  channels  by 
introducing  its  VAR  program,  the  Candle 
Business  Partner  Program.  This  was  the  first 
phase  of  a new  distribution  initiative  that  will 
expand  to  include  channels  such  as  telesales, 
telemarketing,  catalog  sales,  Internet  sales, 
systems  integrators,  network  integrators, 
independent  software  vendors  (ISVs),  and 
OEMs. 

As  part  of  its  marketing  efforts,  Candle  also 
publishes  several  newsletters  that  bring 
technical  and  data  management  issues  to  its 
customers,  including  the  Candle  Computer 
Report  (CCR)  and  Enterprise.  During  1996, 
the  company  made  the  CCR  available  on  its 
home  page  on  the  World  Wide  Web. 

Alliances 

Candle  works  collaborat.ively  with  a variety  of 
partners,  including  IBM,  Computer 
Associates,  Microsoft  Corp.,  Computer 
Sciences  Corp.,  EDS,  Tivoli  Systems,  Lotus 
Development  Corp.,  and  Unison  Software. 

The  newly  formed  Business  Partner  Program 
is  intended  to  broaden  the  company's  reach 
through  a variety  of  distribution  channels. 
Currently,  it  covers  the  VAR  distribution 
channel,  but  will  grow  to  include  other  forms 
of  distribution  in  the  future. 

Members  of  the  Business  Partner  Program 
include  Grumman  Systems  Support  Corp., 
Integrated  Concepts,  Inc.,  and  Palarco  Inc. 

Other  recent  alliances  include: 

• In  September  1996,  Candle  signed  an 
agreement  to  license  Tivoli  Systems  Inc.’s 
Framework  and  Integration  toolkits  to 
integrate  the  TME  10  framework  into 
Candle  Command  Center  products. 
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- This  licensing  agreement  enables  Candle 
to  provide  customers  with  a means  for 
sharing  data  between  both  companies’ 
system  management  frameworks. 

- The  agreement  also  provides  Candle  with 
the  ability  to  interface  its  systems 
management  solutions  with  Tivoli-based 
modules  developed  by  other  software 
vendors. 

• In  October  1996,  Candle  entered  into  a 
marketing  alliance  with  Unison  Software,  a 
vendor  of  systems  management  software  for 
open  systems. 

- Contributing  to  Candle's  plan  to  expand  its 
distribution  channels,  the  company  will 
resell  Unison's  UNIX-  and  NT-based 
products,  including  Maestro,  Load 
Balancer,  and  RoadRunner. 

- Candle  Command  Center  customers  will 
be  able  to  add  Unison's  job  scheduling, 
workload  balancing,  and  backup  and 
restore  capabilities  to  Candle's  availability 
management  solutions. 

• In  July  1996,  Candle  and  Across  Data 
Systems,  Inc.  announced  a strategic  alliance 
that  focuses  on  the  development  and 
distribution  of  products  and  services  that 
support  IBM’s  MQSeries  messaging 
middleware. 

- Across  Data  Systems  is  a developer  and 
provider  of  middleware  software  and 
consulting  services. 

- As  part  of  the  agreement,  Candle  acquired 
Level  8’s  MQ/Secure  product,  which 
provides  enhanced  security  for  IBM 
MQSeries  transactional  messaging. 


- Also  provided  for  in  the  agreement  was 
Candle’s  acquisition  of  4%  of  Across  Data 
Systems’  common  stock,  at  $11.00  per 
share. 

• In  June  1996,  Candle  began  a three-year 
project  for  MCI  Telecommunications  Corp.  to 
equip  MCI  with  systems  management 
products  that  will  allow  the  company  to 
manage  several  mainframes  and  thousands 
of  distributed  servers  located  in  several  MCI 
data  centers  throughout  the  U.S. 

• In  May  1996,  IBM  and  Candle  announced 
the  joint,  marketing  agreement  under  which 
Candle  is  remarketing  solutions  based  on 
IBM’s  MQSeries  messaging  middleware. 

Competition 

Candle's  major  competitors  include  Boole  & 

Babbage,  LEGENT,  Computer  Associates, 

BMC  Software,  and  Platinum. 

Assessment 

Candle  feels  its  strengths  include: 

• A loyal  customer  base  and  a reputation  for 
quality  in  its  trachtional  markets 

• The  global  reach  and  presence  for  a 
company  of  its  size 

• Significant  research  and  development 
investment  in  offering  innovative  and  new 
technologies  for  customers 

Challenges  faced  by  the  company  in  the 

coming  year  include: 

• Delivering  on  its  Solutions  for  Networked 
Businesses  strategy 
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• Ensuring  its  channel  programs  are 
comprehensive  and  attractive  enough  to 
engage  the  channel 

• Reinventing  and  repositioning  itself  in  order 
to  break  into  new  markets  and  gain 
credibility  in  areas  such  as  application 
connectivity  and  Internet  access 


Candle  Corporation 
January  1997 


©INPUT  1997  Reproduction  prohibited. 


Page  9 of  9 


9 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program 


June  1997 


Cap  Gemini  America 


1114  Avenue  of  the  Americas 
29th  Floor 

New  York,  NY  10036-6710 
Phone:  (212)944-6464 

Fax:  (212)719-5346 

Internet:  http://www.usa.capgemini.com 
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Mike  Meyer 
Subsidiary 
Cap  Gemini  S.A. 
3,000  (U.S.  6/97) 
$325,000,000 
12/31/96 


Key  Points 

• Cap  Gemini  America  is  a member  of  the 
Cap  Gemini  S.A.  group,  and  offers  a range 
of  strategic  information  technology 
transformation  and  integration  services. 

• As  of  April  1,  1997,  Mike  Meyer,  formerly 
Executive  Vice  President  with  Cap  Gemini 
America,  replaced  Michel  Berty  as 
President  and  CEO.  Michel  Berty,  one  of 
the  original  founders  of  the  Cap  Gemini 
Group,  announced  his  retirement  after 
more  than  25  years  with  the  company. 


• In  April  1997,  Cap  Gemini  America  and 
PenOp,  Inc.  announced  an  alliance  under 
which  Cap  Gemini  America  will  integrate 
PenOp’s  signature  capture  and  recognition 
software  with  the  Documentum  Enterprise 
Document  Management  System  (EDMS) 
technology. 

• In  January  1997,  Cap  Gemini  America 
opened  a U.S.  Oracle  National  Practice 
within  its  Package  Based  Solutions 
division. 

• In  July  1996,  Cap  Gemini  America’s 
Package  Based  Solutions  practice  opened  a 
new  Bann  National  Practice  Center  to 
support  the  Baan  Company’s  product 
suite. 

• In  September  1996,  Cap  Gemini  America 
adopted  the  new  Cap  Gemini  logo,  now 
used  by  all  Cap  Gemini  companies. 
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Company  Description 

Cap  Gemini  America  is  a leading  provider  of 
IT  consulting  and  systems  integration 
services. 

The  Cap  Gemini  Group  works  with  clients  to 
enable  them  to  run  their  businesses  better  by 
developing  knowledge-based  solutions  that 
address  their  most  critical  issues.  The 
company  works  in  partnership  with  clients, 
helping  them  manage  change  and 
strategically  prepare  for  the  future.  Cap 
Gemini  Group  helps  clients  with  the  challenge 
of  improving  the  way  they  manage  their 
businesses,  enabling  them  to  overcome 
uncertainty  in  an  era  of  intense  competition 
and  accelerating  change. 

In  1994,  Cap  Gemini  America  was  awarded 
the  ISO  9001  certification  for  the  study, 
design,  implementation,  and  maintenance  of 
information  systems. 

Cap  Gemini  America  was  incorporated  in  the 
U.S.  in  January  1981. 

Organization  and  Structure 

Cap  Gemini  America  is  the  U.S.  subsidiary  of 
Cap  Gemini  S.A.,  one  of  Europe’s  largest 
information  technology  companies.  Cap 
Gemini  America  is  responsible  for  the 
worldwide  coordination  of  Cap  Gemini  S.A.’s 
Process  Sector,  which  covers  the  oil,  gas,  and 
chemical  industries. 

• Cap  Gemini  S.A.  (formerly  CAP  Gemini 
Sogeti)  was  founded  in  1975  by  the  joining 
of  three  information  technology  services 
and  consulting  companies:  CAP,  a Paris- 
based  software  and  consulting  firm; 
Gemini,  an  American  firm  founded  in  1969 
as  Gemini  Computer  Systems,  Inc.  to 
support  the  establishment  of  software 
houses  in  Europe;  and  the  Sogeti  Group, 
formed  in  1967  to  provide  consulting  in  the 


design  and  implementation  of  software 
applications. 

• In  May  1996,  the  name  of  the  holding 
company,  Cap  Gemini  Sogeti,  was  changed 
to  Cap  Gemini  S.A.  Under  the  new 
structure,  one  company  (Cap  Gemini)  is 
the  holding  company  for  all  the  local 
country  companies,  in  addition  to  Gemini 
Consulting,  and  20%  of  debis  Systemhaus. 

• Headquartered  in  Paris,  Cap  Gemini  S.A. 
had  25,950  employees  as  of  December  31, 
1996,  and  1996  worldwide  revenue  of 
approximately  $2.9  billion.  Including 
revenue  from  Gemini  Consulting,  Cap 
Gemini  S.A.  is  one  of  the  largest  systems 
integrators  in  the  world. 

• Cap  Gemini  S.A.  consists  of  eight  Strategic 
Business  Areas  (SBAs).  In  addition  to 
each  SBA’s  geographic  sales  and  delivery 
responsibility,  each  provides  a center  of 
vertical  market  core  competence  to 
facilitate  service  to  a specific  vertical 
industry.  Expertise  is  coordinated 
through  competency  centers  located  in 
each  SBA. 

• The  geographic  areas  and  associated 
vertical  industries  for  Cap  Gemini  S.A.’s 
SBAs  are  as  follows: 

• SBA  1 — U.S.:  Process  industries  (oil, 
gas,  and  chemicals) 

• SBA  2 — U.K.  and  Ireland:  Finance 

• SBA  3 — Nordic  Countries:  Utilities 

• SBA  4 — Benelux:  Consumer  Products, 
Retail,  and  Distribution 

• SBA  67 — France  and  Southern  Europe: 
Manufacturing  (automobile) 

• SBA  8 — Asia 
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Cap  Gemini  America  is  organized  into  five 
divisions — Central,  East,  Midwest,  Southeast, 
and  West,  which  have  a total  of  32  units. 
Division  managers  are  in  charge  of  their 
units,  overseeing  the  sales  and  delivery  of 
service  offerings. 

• Sales  & Development  is  a complementary 
organization  designed  to  support 
Operations  with  skilled  specialists  in 
higher  value-added  services  such  as 
package-based  solutions,  outsourcing,  and 
advanced  technologies  (Internet  and  data 
warehousing). 

• Corporate  Administration/Support  is  Cap 
Gemini  America’s  group  consisting  of 
support  units,  including  Marketing 
Communications,  Human  Resources, 
Finance,  and  Legal.  The  Corporate 
Administration/Support  group  reports 
directly  to  the  CEO,  Mike  Meyer. 

Headquartered  in  New  York  City,  Cap  Gemini 
America  has  office  locations  in  Akron, 
Cincinnati,  Cleveland,  and  Dayton  (OH), 
Atlanta  (GA),  Baltimore  (MD),  Chicago  (IL), 
Columbus  (GA),  Dallas  and  Houston  (TX), 
Delaware  Valley  (PA),  Denver  (CO),  Des 
Moines  (IA),  Detroit  and  Grand  Rapids  (MI), 
Iselin  (NJ),  Kansas  City  (KS),  Appleton, 
Madison,  Milwaukee,  and  Wausau  (WI),  Ft. 
Lauderdale,  Orlando,  and  Tampa  (FL), 
Minneapolis  (MN),  Omaha  (NE),  Philadelphia 
and  Pittsburgh  (PA),  Portland  (OR), 

Richmond  (VA),  Seattle  (WA),  St.  Louis  (MO), 
and  Washington,  D.C. 

In  January  1997,  Cap  Gemini  America  opened 
the  U.S.  Oracle  National  Practice  within  its 
Package  Based  Solutions  division,  in  Houston 
(TX).  This  practice  center  began  with  20 
Oracle  applications  consultants  and  expects  to 
increase  to  150  dedicated  consultants  in  the 
U.S.  by  the  end  of  1997. 


In  December  1996,  Cap  Gemini  America 
opened  an  office  in  Washington,  D.C. 
dedicated  solely  to  the  support  of  the 
company’s  partnership  with  the  United  States 
Chamber  of  Commerce. 

In  July  1996,  Cap  Gemini  America 
established  a Baan  National  Practice  in 
Grand  Rapids  (MI),  which  included  a 
demonstration  center  equipped  with  hardware 
platforms  running  Baan’s  family  of  business 
application  software.  The  center  is  used  for 
demonstrations,  testing,  education,  training, 
and  technical  support. 

• Employing  more  than  40  consultants,  this 
group  is  dedicated  to  the  support  of  Cap 
Gemini  S.A.’s  worldwide  alliance  with  The 
Baan  Company  by  serving  Baan’s  North 
American  customers. 

• The  new  Baan  National  Practice  includes 
a demonstration  center  used  for 
demonstra-tions,  testing,  education, 
training,  and  technical  support. 

Employees 

As  of  December  31,  1996,  Cap  Gemini 
America  had  approximately  3,000  employees 
in  the  U.S.,  compared  to  2,700  one  year  prior. 

Company  Strategy 

Cap  Gemini  America  and  its  parent  company, 
Cap  Gemini  S.A.,  continue  to  move  from 
contract  programming  to  large-scale  systems 
transformation  projects.  Cap  Gemini  America 
has  continued  its  migration  toward  larger 
projects,  such  as  the  Bridgestone/Firestone 
business  and  system  transformation  contract, 
and  its  focus  on  vertical  market  expertise. 

Cap  Gemini  America  uses  a best-of-breed 
approach  in  the  delivery  of  its  services  by 
leveraging  its  cumulative  expertise  and 
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partnering  with  best-of-class  partners  to 
ensure  delivery  of  quality  services. 

Cap  Gemini  S.A.’s  unique  Concurrent 
Transformation™  service  combines  business 
process  transformation  and  systems 
implementation  for  total  conversion  of 
systems. 


Financials 

Cap  Gemini  America’s  1996  revenue  was 
approximately  $325  million,  up  24%  from 
$263  million  in  1995. 

A five-year  revenue  summary  is  shown  in 
Exhibit  1. 


Exhibit  1 


Cap  Gemini  America 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

1992 

Revenue 

$325 

$263 

$197 

$173 

$183 

• Percent  change 
from  previous  year 

24% 

34% 

14% 

(5%) 

(10%) 

Cap  Gemini  America  management  attributes 
the  turnaround  in  revenue  during  the  last  two 
years  to  the  continued  migration  to  large-scale 
systems  transformation  projects  and  expects 
the  trend  to  continue. 

Revenue  Analysis  by  Product  / Service  Mode 
One  hundred  percent  of  Cap  Gemini 
America’s  revenue  is  derived  from  its  systems 
transformation  services. 

Market  Financials 

Cap  Gemini  America  provides  services 
primarily  to  Fortune  500  and  midsized 
businesses  in  a range  of  industries. 

Cap  Gemini  America’s  revenue  is  derived 
from  the  following  industry  sectors,  as 
indicated: 


Financial  services 28% 

Manufacturing 21% 

Telecommunications 13% 

Retail  and  distribution 23% 

Process  industries 7% 

Travel  and  tourism 2% 

Government  and 

public  services 3% 

Utilities 3% 


100% 

Geographic  Markets 

Virtually  100%  of  Cap  Gemini  America’s 
revenue  is  derived  from  the  U.S. 

Key  Products  and  Services 

Cap  Gemini  America’s  main  focus  is  centered 
around  six  strategic  offerings: 

• TransMillennium™  Services 


• Package-Based  Solutions  (PBS) 
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• Advanced  Technology  Services  (ATS) 

• Information  Technology  Excellence  (ITX) 

• Information  Systems  Management  (ISM) 

• Customer  Care  and  Billing 

Cap  Gemini  America  has  expertise  in  all  types 
of  conversions,  as  well  as  a range  of  technical 
capabilities  and  project  management  skills, 
including: 

• Project  management  methodologies  using 
PERFORM™,  Cap  Gemini  S.A.’s 
comprehensive  set  of  standards, 
procedures,  methods,  techniques,  and  tools 

• Application  design,  development,  and 
documentation 

• System  conversions  and  migrations 

• Software  engineering 

• Application  maintenance 

The  following  is  a summary  of  Cap  Gemini 
America’s  six  strategic  offerings: 

Trans  Millennium™  Services  & Licensing 
In  March  1995,  Cap  Gemini  America 
introduced  its  “TransMillennium  Services” 
solution  that  uses  its  artificial  intelligence- 
based  ARCdriveSM  toolset  to  renovate 
applications  affected  by  the  Year  2000  date 
problems. 

• The  services  include  assessment,  strategy, 
applications  renovation,  testing,  and 
implementation. 

• Cap  Gemini  America  has  more  than  200 
complete  and  active  service  engagements 
for  more  than  120  Year  2000  clients  in  a 
variety  of  industries. 


• Cap  Gemini  America’s  Application 
Renovation  Center  (ARC),  located  in 
Tarrytown  (NY),  is  staffed  by  dedicated 
teams  and  supported  by  Al-based  tools. 

• In  1995,  the  company  expanded  this 
offering  throughout  Cap  Gemini  S.A.  as  a 
transnational  offering.  Today  there  are 
ARCs  in  most  European  countries;  over  a 
million  lines  of  code  are  renovated 
monthly. 

In  addition  to  the  above  services, 
TransMillennium  Services  also  offers  the 
company’s  proprietary  methodology  and  smart 
technology  in  the  form  of  a license  agreement 
to  clients  and  other  service  providers.  The 
TransMillennium  License  product  allows 
companies  to  solve  the  Year  2000  problem  in- 
house  with  automated  tools,  methods,  and  a 
factory-based  approach. 

• The  company’s  methodology  is  supported 
by  the  company’s  integrated  toolset: 

Assess  analyzes  the  impact  on  the 
client’s  inventory,  calculates  the  scope  of 
the  project,  and  estimates  costs. 

Strategy  uses  diagnostics  to  help 
determine  whether  to  renovate,  retire, 
rehost,  redevelop,  replace,  or  outsource 
each  of  the  client’s  applications. 

Renovate  makes  full  use  of  automation 
using  Cap  Gemini  America’s  ARCdrive 
toolset  at  the  off-site  ARC. 

During  Validate,  Cap  Gemini  America 
performs  two  automated  tests:  the  19xx 
test,  which  ensures  that  the  renovated 
programs  maintain  original 
functionality,  and  the  20xx  test,  which 
verifies  that  the  programs  will  function 
past  the  Year  2000. 
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Implement,  the  final  phase,  incorporates 
any  changes  made  to  production  while 
the  source  was  being  renovated  and 
tested. 

• In  1996,  Cap  Gemini  America  trained 
more  than  200  project  managers  and 
technical  solutions  architects  in  Year  2000 
methods  and  procedures  and  150  factory 
specialists  to  use  the  ARCdrive  tools. 

Package-Based  Solutions  (PBS) 

The  Package-Based  Solutions  division 
provides  implementation  services  for 
Enterprise  Resource  Planning  (ERP)  systems, 
using  strategic  partners  for  integration  of 
technology  solutions.  Implementation 
consulting  services  include  program 
management  and  implementation,  readiness 
assessment,  change  management,  and 
outsourcing. 

This  division’s  range  of  package-related 
consulting  services  include: 

• Business  transformation 

• Package  integration 

• Training 

Cap  Gemini  America  provides  support  for 
SAP,  Baan,  Oracle,  PeopleSoft,  and 
Computron  products. 

The  company  is  an  SAP  Global  Logo  Partner 
and  has  been  an  authorized  Baan  Partner 
since  1994.  In  May  1997,  Cap  Gemini  was 
selected  by  Baan  as  a 1996  recipient  of  the 
Gold  Partner  Award. 

Advanced  Technology  Services  (ATS) 

The  Advanced  Technology  Services  group 
assists  organizations  in  using  the  latest 
proven  technology  to  transform  both  the 


business  and  the  ways  in  which  it  is 
conducted. 

ATS’s  services  are  provided  through  offerings 
in  three  major  areas  of  current  technology: 

• Architecture — This  service  offering 
provides  specifications  for  hardware, 
software,  service  and  support,  and  how  the 
products  and  services  will  be  provided.  To 
determine  the  technology  required,  ATS 
uses  its  methodology  for  representing 
infrastructure  that  is  now  adopted  by 
IEEE  as  Industry  Standard  POSOX 
1003.23. 

• Business  Intelligence — This  offering 
integrates  the  organization’s  strategic 
vision  with  the  gathering,  processing,  and 
analysis  of  data  into  a system  that 
includes  a company-wide  value  chain 
perspective. 

• Internet/Intranet — ATS  helps 
organizations  make  quick  and  efficient 
transitions  to  become  Web-enabled 
enterprises.  The  service  begins  with  a 
two-day  visioning  workshop  to  examine 
possibilities  and  identify  new  business 
opportunities.  Technology  required  to 
improve  the  business  is  reviewed  and  the 
system  is  designed  and  implemented.  The 
group  can  also  assist  in  change 
management,  where  appropriate.  The 
final  step  involves  transferring  technology 
to  the  client  or  assisting  in  outsourcing. 

Information  Technology  Excellence  (IT*) 

This  group  helps  IT  organizations  improve 
their  effectiveness  through  measurement, 
diagnostic,  and  benchmarking  services  via  two 
offerings:  Quickstrike  Services  and 
Measurement  Services. 
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• Quickstrike  is  a rapid  analysis  and 
diagnostic  service  addressing  all  aspects  of 
IT  maintenance  and  development. 

Quickstrike  diagnostics  are  used  to 
develop  a quantitative  baseline  of  the 
organization,  focusing  on  the 
applications  portfolio,  management 
practices,  business  factors,  technical 
infrastructure,  the  IT  organization,  and 
the  delivery  process. 

The  ITX  group  maintains  a 
comprehensive  database  containing 
information  for  benchmarking  against 
trends  in  productivity,  quality,  software 
process  maturity,  use  of  tools  and 
techniques,  and  overall  IT  performance. 

• Measurement  Services  provide  help  with 
the  design  and  implementation  of 
measurement  programs.  Cap  Gemini 
America’s  approach  includes  the  following 
elements: 

The  Audience  Analysis  methodology 
helps  design  the  measurement  program 
to  align  with  the  culture  and  goals  of  the 
organization. 

Development  of  “measurement 
dashboards,”  a group  of  related  graphs 
that  detail  the  selected  metrics  to  be 
used  in  gauging  performance,  goals,  and 
objectives 

Review  of  existing  tracking  systems  and 
assessment  of  their  capability  to  provide 
data  for  supporting  the  dashboards 

Implementation  of  the  measurement 
program 

Information  Systems  Management  (ISM) 
Information  Systems  Management  (ISM)  is 
Cap  Gemini  America’s  service  offering  that 


provides  the  majority  of  the  firm’s  outsourcing 
activities.  Services  include  desktop  support, 
central  helpdesk,  infrastructure  management, 
legacy  facilities  and  applications 
management,  wide-area  network  services,  and 
business  process  outsourcing. 

Outsourcing  contracts  may  be  “standalone”  or 
part  of  an  integrated  outsourcing  contract 
covering  development  and  operations,  or  part 
of  a Concurrent  Transformation™  contract 
covering  business  and  systems. 

Service  offerings  include  the  following: 

• Applications  management 

• Consulting  (Process  Development) 

• Projects  (Innovative  Systems 
Development) 

• Distributed  computing  services 

• Centralized  computing  services 

• Network  services 

Customer  Care  and  Billing 
Cap  Gemini  America’s  Customer  Care  and 
Billing  (CC&B)  provides  systems  integration 
services  for  the  PCS,  cellular,  and  ESMR 
markets.  Cap  Gemini  has  traditionally 
provided  CC&B  services  for  European  telecom 
and  media  companies. 

Cap  Gemini  America  builds  interfaces 
between  package-based  CC&B  systems  and 
banks,  credit  bureaus,  management  support 
systems,  and  a full  range  of  wireless  network 
elements.  The  company  also  offers  consulting 
in  configuring  a variety  of  systems  for 
business  environments.  Cap  Gemini  America 
assumes  overall  responsibility  for  the  billing 
system  and  its  full  integration  with  the 
client’s  business  and  existing  infrastructure. 
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Marketing  and  Sales 

The  company’s  reorganization  in  1995 
formalized  the  Corporate 
Administration/Support  and  Sales  & 
Development  groups,  which  report  directly  to 
the  CEO.  The  groups’  functions  are  to 
support  the  Operations  group  and  to  further 
the  migration  to  more  value-added  projects 
and  services. 

The  company  has  business  partnerships  with 
various  vendors  that  allow  Cap  Gemini 
America  to  perform  in  both  prime  and 
subcontractor  roles  in  systems  transformation 
projects. 

Cap  Gemini  America  has  agreements  with  the 
following  companies: 

• Hardware  vendors— IBM,  Sun 
Microsystems,  Dell  Computers,  NEC, 
Hewlett-Packard,  Digital  Equipment 
Corporation,  NeXT,  and  Compaq 

• Software  vendors — Microsoft,  Oracle, 
Informix,  Sybase,  SAP,  PeopleSoft,  Dun  & 
Bradstreet,  qad,  Computron, 

Documentum,  Novell,  Parc  Place, 

Platinum  Software,  PSDI,  Sherpa, 

FileNet,  Baan,  Novell,  and  Sterling 
Software 

• Industry  market  leaders — The  Foxboro 
Company,  Allen-Bradley,  and  POSC 

• Service  vendors — ATEC  Technical  School, 
ACS,  I-Net,  ISSC,  and  Vanstar 

Clients 

A sampling  of  Cap  Gemini  America’s  clients 
include  AKZO  Chemical  Company,  Allstate, 
ARCO,  Arrow,  Bell  South,  Blue  Cross/Blue 
Shield,  Compaq,  Coors,  Dutch  State  Mining, 
Exxon,  Ford  Motor  Company,  The  Foxboro 
Company,  General  Electric,  Goodrich,  Shell, 
Goodyear,  IBM,  National  Football  League 


Players  Association,  Mercedes-Benz  Credit 
Corporation,  Merrill  Lynch,  Nike, 
Petrotechnical  Open  Software  Corporation, 
The  Prudential,  Ralcorp,  the  U.S.  Chamber  of 
Commerce,  and  USAA. 

Some  significant  contracts  awarded  to  Cap 
Gemini  America  are  described  below. 

• In  June  1997,  Cap  Gemini  America  and 
GTE  Data  Services,  Inc.  entered  into  a 
licensing  agreement  to  provide  GTE  with 
the  TransMillennium™  License  to  provide 
systems  solutions  to  its  internal  and 
external  customers  for  Year  2000  date 
change  work. 

• In  May  1997,  Cap  Gemini  America  and 
Gemini  consulting  announced  a two-year 
contract  with  Bridgestone/Firestone,  Inc. 
for  business  and  systems  transformation 
services  to  create  a competitive  advantage 
for  Bridgestone/Firestone  in  its  business 
relationships  through  supply  chain 
enhancements.  Cap  Gemini  America  and 
Gemini  Consulting  are  using  “concurrent 
transformation”  to  simultaneously 
transform  the  business  processes  and 
implement  an  integrated  system  solution 
that  includes  an  ERP  system  and 
Advanced  Planning  Software. 

• In  April  1997,  Cap  Gemini  America  was 
awarded  a 10-year,  $75  million 
transformational  outsourcing  contract 
with  the  United  States  Chamber  of 
Commerce  (USCC).  Under  the  terms  of 
the  agreement,  Cap  Gemini  America  will 
manage  USCC’s  computer  operations, 
providing  applications  management, 
distributed  computing,  facilities 
management,  central  help  desk  services, 
infrastructure  management  services, 
mainframe  applications  support,  legacy 
applications  management  services,  WAN 
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services,  and  business  process  outsourcing 
services. 

• For  a North  American  customer,  Cap 
Gemini  America  is  helping  to  leverage 
early  European  Bann  experience  across 
the  U.S. 

• Northern  Trust  Company  of  Chicago,  the 
principal  subsidiary  of  Northern  Trust 
Corporation,  also  has  a licensing 
agreement  with  Cap  Gemini  America  for 
its  TransMillennium™  License  product. 

• For  a Canadian  customer,  Cap  Gemini 
America  is  helping  to  design  the 
company’s  next  Baan  implementation 
phase  in  Europe. 

• Cap  Gemini  America  and  its  alliance 
partners,  The  GENIX  Group  and  I-Net, 
won  a contract  for  more  than  $100  million 
from  Ralcorp  Holdings,  Inc.  According  to 
the  agreement,  Cap  Gemini  America  will 
provide  overall  program  management  for 
the  partnership  and  will  provide  Ralcorp’s 
business  systems  planning, 
transformation,  and  management  services. 

• The  Ras  Laffan  Liquid  Natural  Gas 
refinery  selected  the  alliance  of  Cap 
Gemini  and  The  Foxboro  Company  to 
design  and  implement  an  information 
system  that  will  integrate  all 
operations — from  the  wellhead  to  the 
finished  product. 

The  concept  of  implementing  the 
information  system  before  the 
construction  of  the  refinery  is  a first  for 
the  petroleum  industry. 

This  idea  supports  the  concept  that  an 
information  system  can  speed  and 
support  the  construction  of  a refinery  by 
eliminating  the  duplication  of  databases, 

Cap  Gemini  America 

June  1997 


automating  the  documentation 
management,  and  directing  the  project 
management  of  the  construction. 

• Cap  Gemini  America  designed  a 
client/server  system  for  the  Mercedes-Benz 
Credit  Corporation  that  provides  on-line 
access,  rapid  response,  and  high-reliability 
information  exchange. 

• Cap  Gemini  America  was  awarded  the 
SAP  implementation  for  The  Foxboro 
Company’s  worldwide  operations.  After 
prototyping  the  system  in  the  U.S.,  the 
traveling  team  of  Foxboro  and  Cap  Gemini 
America  employees  has  been 
implementing  the  system  in  Italy, 
Germany,  Singapore,  and  the  U.S. 

Alliances 

A sample  of  significant  alliances  formed  by 

Cap  Gemini  America  during  the  last  few  years 

includes  the  following: 

• In  April  1997,  Cap  Gemini  America  and 
PenOp,  Inc.  announced  an  alliance  under 
which  Cap  Gemini  America  will  integrate 
PenOp’s  Biometric  Token  signature 
capture  and  recognition  software  with  the 
Documentum  Enterprise  Document 
Management  System  (EDMS)  technology. 
Cap  Gemini  America  offers  integrated 
document  management  and  work  flow 
solutions  using  Documentum,  Inc.’s  EDMS 
as  the  foundation  platform.  Cap  Gemini 
has  also  become  a preferred  integration 
partner  of  PenOp 

• In  March  1997,  the  Cap  Gemini  Group  and 
The  Portal  Information  Network 
announced  an  international  agreement 
under  which  the  Cap  Gemini  Group  will 
market  Portal’s  Intranet™  software 
platform  to  Internet  service  providers 
(ISPs),  on-line  services,  and  businesses 
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building  corporate  intranets.  Under  the 
terms  of  the  agreement,  Cap  Gemini  will 
implement  and  support  Infranet  and 
customize  the  platform  to  customer 
requirements  via  competency  centers 
throughout  the  U.S.,  Europe,  and  global 
markets. 

• In  March  1997,  Cap  Gemini  America  and 
USDATA  announced  an  alliance  under 
which  the  two  companies  will  provide 
vertically  integrated  IT  systems  for  the 
manufacturing  industry.  Cap  Gemini 
America  will  further  enhance  its 
capabilities  in  factory  floor-to-front  office 
information  integration  through  proactive 
utilization  of  USDATA’s  FactoryLink 
Enterprise  Control  System™  (ECS). 
USDATA  will  offer  improved  customer 
service  by  leveraging  Cap  Gemini 
America’s  consulting  capacity. 

• Cap  Gemini  America  is  a “Partner”  within 
the  Microsoft  Solution  Provider  Program, 
which  jointly  markets  Microsoft-based 
systems  integration  solutions.  The 
partner  level  is  the  highest  level  of 
participation  in  the  program. 

• Cap  Gemini  America  developed  a close 
working  alliance  with  The  Foxboro 
Company  to  pursue  large  integrated 
projects  such  as  that  for  the  Ras  Laffan 
LNG  refinery.  The  alliance  is  currently 
pursuing  other  international  projects. 

• Cap  Gemini  America’s  Package-Based 
Solutions  unit  supports  Oracle,  PeopleSoft, 
and  Computron,  in  addition  to  SAP.  The 
unit  expanded  from  its  Houston  office  in 
1996  by  opening  an  office  with  more  than 
40  employees  in  Grand  Rapids  (MI)  to 
support  The  Baan  Company. 


Competition 

Cap  Gemini  America  competes  with  large  U.S. 

information  technology  consulting  companies, 

including  Andersen  Consulting,  Electronic 

Data  Systems,  Computer  Sciences 

Corporation,  and  IBM  (ISSC). 

INPUT  Assessment 

Cap  Gemini  America’s  strengths  include: 

• Experience  managing  complex  and/or  large 
projects 

• Experience  managing  transnational 
projects 

• The  PERFORM SM  set  of  standards, 
procedures,  methods,  techniques,  and  tools 
through  which  Cap  Gemini  America 
ensures  quality  on  all  its  projects 

• ISO  9001  certification  for  the  study, 
design,  implementation,  and  maintenance 
of  information  systems 

• Operating  as  part  of  a diversified  team 
(partnering  with  the  client’s  resources) 

Challenges  for  the  coming  year  include: 

• Discovering  technical  resources 

• Maintaining  the  explosive  growth  of  the 
Year  2000  projects 


Parent  Company 
Cap  Gemini  S.A. 

11  rue  de  Tilsitt 
75017  Paris,  France 
Tel:  33(1)47  54  50  00 
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Cap  Gemini  America  - 
Outsourcing 


1114  Avenue  of  the  Americas 
29th  Floor 

New  York,  NY  10036-6710 

Phone:  (212)944-6464 

Fax:  (212)719-5346 


President:  Mike  Meyer 

Status:  Subsidiary 

Parent  Company:  Cap  Gemini  S.A. 

Total  U.S.  Employees:  3,000  (6/97) 

Total  U.S.  Revenue:  $325,000,000 

Total  U.S.  Outsourcing  Revenue:  $40,000,000 

Fiscal  Year  End:  12/31/96 


The  following  profile  outlines  the  products, 
services,  and  support  offered  by  Cap  Gemini 
America  to  its  clients  for  outsourcing  services 
and  offers  a representative  sample  of  recent 
outsourcing  contracts. 


Company  Description 

Cap  Gemini  America,  a member  of  the  Cap 
Gemini  Group,  offers  a wide  range  of  strategic 
information  technology  transformation  and 
integration  services,  including  information 
systems  management,  program  management 
services,  consulting,  education  and  training, 
and  software  products. 

Cap  Gemini  America  was  incorporated  in  the 
U.S.  in  January  1981.  It  is  the  U.S. 
subsidiary  of  the  Cap  Gemini  Group, 


headquartered  in  Paris  (France),  and  one  of 
Europe’s  largest  information  technology 
companies.  Cap  Gemini  America  is 
responsible  for  the  worldwide  coordination  of 
Cap  Gemini’s  Worldwide  Process  Sector, 
which  includes  energy  and  chemicals. 

Structure  and  Operations 

Cap  Gemini  America  has  reorganized  into 
four  functional  groups: 
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• Geographic  Business  Units — Consisting  of 
five  divisions — East,  Southeast,  Central, 
Midwest,  and  West — and  34  offices  (units). 

A division  manager  oversees  the  units  which 
are  in  charge  of  sales  and  delivery  of  service 
offerings. 

• Lines  of  Business — Comprised  of  the  five 
focused  business  lines  for  the  U.S.  These 
are:  Package-Based  Solutions  (PBS), 
TransMillennium™  Services  (Year  2000), 
Information  Technology  Effectiveness  (ITx), 
Advanced  Technology  Services  (ATS) 
(intranet,  Internet,  electronic  commerce) 
and  Information  Systems  Management 
(ISM)  (outsourcing). 

• Sectors — Comprised  of  the  Telecom  Sector, 
the  Process  (Energy  and  Chemicals)  Sector, 
and  the  Global  Marketing  Units  (GMU)  and 
Joint  Accounts.  They  are  focused  on  specific 
market  business  knowledge  and  the 
interface  for  customer  accounts  that  need 
international  coordination. 

• Corporate  Administration  and 
Support — Comprised  of 
Finance/Legal/Administration,  Marketing  & 
Communications,  Human  Resources, 
Delivery,  Training  & Orientation, 
Infrastructure  & Management  Systems,  and 
Knowledge  Management. 

Within  the  Cap  Gemini  S.A.  parent 
organization,  Cap  Gemini  America  is 
responsible  for  worldwide  leadership  and 
coordination  of  the  energy  and  chemicals 
sector. 

Information  Systems  Management  (ISM)  is 
the  business  line  that  provides  the 
outsourcing  services  offered  by  Cap  Gemini 
America.  Cap  Gemini  America  provides 
strategic  and  selective  IT  outsourcing 
services,  including  Program  Management 
Office  (PMO)  services,  Application 
Management  (AM)  services,  Distributed 
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Computing  Services  (DCS),  Network 
Management  Services  (NMS),  Help  Desk 
Services  (HDS),  and  Centralized  Computing 
Services  (CCS). 

Headquartered  in  New  York  City,  Cap  Gemini 
America  has  office  locations  in  Akron, 
Cincinnati,  Cleveland,  Columbus,  and  Dayton 
(OH),  Chicago  (IL),  Dallas  and  Houston  (TX), 
Denver  (CO),  Des  Moines  (IA),  Detroit  (MI), 
Iselin  (NJ),  Kansas  City  (KS),  Appleton, 
Madison,  Milwaukee,  and  Wausau  (WI),  Ft. 
Lauderdale,  Orlando,  and  Tampa  (FL), 
Minneapolis  (MN),  Omaha  (NE),  Bala 
Cynwyd  (Delaware  Valley),  Philadelphia  and 
Pittsburgh  (PA),  New  York  City  (NY),  Irvine 
(CA),  Portland  (OR),  Richmond  (VA),  Seattle 
(WA),  St.  Louis  (MO),  and  Washington,  D.C. 

Strategy 

Cap  Gemini  America’s  mission  is  to  partner 
with  business  leaders  to  create  and  transform 
organizations,  delivering  demonstrable  results 
by  applying  state-of-the-art  business 
knowledge  and  information  technology. 

Cap  Gemini’s  outsourcing  strategy  actively 
pursues  contracts,  either  as  ‘standalone’  IT 
outsourcing  contracts  or  as  part  of  a 
Concurrent  Transformation^  (Business  and 
Systems ) contract. 

Cap  Gemini  America’s  outsourcing  strategy 
leverages  best-of-breed  alliances  to  augment 
and  complement  its  services  thereby  providing 
its  clients  with  an  end-to-end  IT  outsourcing 
solution.  This  approach  broadens  the 
company’s  capabilities  and  guarantees 
excellence  in  service. 

Financials 

Cap  Gemini  America’s  revenue  grew  to 
approximately  $325  million  in  1996,  an 
increase  of  24%  over  revenue  of  $263  million 
in  1995.  Total  U.S.  outsourcing  revenue  rose 
48%  to  $40  million,  from  $27  million  in  1995. 

Cap  Gemini  America  - Outsourcing 
August  1997 
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Market  Financials 

Cap  Gemini  America  focuses  on  four  business 
sectors: 

• Energy  and  Chemicals 

• Financial  Services 

• Manufacturing 

• Telecommunications 


The  company’s  two  largest  sources  of  revenue 
are  the  financial  services  and  manufacturing 
business  sectors.  In  1996,  the  company 
derived  approximately  95%  of  its  revenue 
from  commercial  sources. 

A source  of  revenue  summary  for  Cap  Gemini 
America,  by  market,  is  shown  in  Exhibit  1. 


Exhibit  1 


Cap  Gemini  America 
Source  of  Revenue  Summary 


Year 

Market  Focus 

1996 

1995 

Percent  of 
Total  Revenue 

Percent  of 
Total  Revenue 

Financial  Services 

28% 

24% 

Manufacturing 

21% 

21% 

T elecommunications 

13% 

13% 

Retail  and  Distribution 

23% 

13% 

Process  Industries 

7% 

11% 

Travel  and  Tourism 

2% 

8% 

Government  and  Public  Services 

3% 

5% 

Utilities 

3% 

5% 

Total 

100% 

100% 

Source:  Cap  Gemini  America 


Cap  Gemini  America  defines  its  service  • Education  & Training 

around  five  major  axes: 

• Software  Products 


• Information  Systems  Management  (ISM) 

• Project  Services 


A breakdown  of  revenue,  by  service  line,  is 
shown  in  Exhibit  2. 


• Consulting 


Cap  Gemini  America  - Outsourcing 
August  1997 
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Exhibit  2 


Cap  Gemini  America  Outsourcing 
Source  of  Revenue  Summary 


Year 

Service  Line 

1996 

1995 

Percent  of  Total 
Revenue 

Percent  of  Total 
Revenue 

Project  Services 

68% 

57% 

Consulting 

15% 

27% 

ISM 

13% 

10% 

Software  Products 

1% 

4% 

Education  & Training 

3% 

2% 

Total 

100% 

100% 

Source:  Cap  Gemini  America 


Key  Services 

Cap  Gemini  offers  clients  a customized  blend 
of  any  of  the  following  services  to  meet  each  of 
the  client’s  unique  needs: 

Strategic  IT  Outsourcing  Services  covers  all  of 
the  following  services  towers: 

• Program  Management  Office  (PMO) 

• Application  Management  (AM) 

• Distributed  Computing  Services  (DCS) 


Specialty  Outsourcing  Services  covers  total  IT 
outsourcing  services  required  for  specific 
packaged  software: 

• SAP  Outsourcing  Services  (Systems 
Management  or  Run  Services) 

Strategic  IT  Outsourcing  Services 

Cap  Gemini’s  strategic  IT  outsourcing  services 
include  the  following: 

• Program  Management  Office  (PMO) 


• Help  Desk  Services  (HDS) 


- IT  Strategy  & Planning 


• Centralized  Computing  Services  (CCS) 

• Network  Management  Services  (NMS) 

Selective  IT  Outsourcing  Services  addresses 
specific  services  covered  under  total  IT 
outsourcing: 

• Facilities  Management  (FM  or  CCS) 

• Application  Management  (AM) 

• Distributed  Computing  Services  (DCS) 

• Help  Desk  Services  (HDS) 


- Information  Architecture 

- Tools  and  Methodologies 

- Communications  Management 

- Quality  Management 

- Contracts  Management 

- Vendor  Management 

- Financial  Management 

- Service  Management 

- Client  Relationships 
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• Applications  Management  (AM) 

• Centralized  Computing  Services  (CCS) 

- Application  Enhancements 

- Mainframe  Computing 

- Application  Maintenance 

- Midrange  Computing 

- Application  Production  Support 

- Service  Management 

- Application  User  Support 

- Physical  DBA  Services 

- Logical  DBA  Services 

- Storage  Management  Services 

- Data  Modeling  Services 

- Print/Distribution  Services 

- Data  Warehousing  Services 

- Data  Communications  Services 

- Electronic  Data  Interchange 

- Security  Services 

- Internet/Intranet  Solution 

- Disaster  Recovery  Services 

- Level  2 Help  Desk 

- Capacity  Planning  Services 

- Service  Management 

- Computing  Environments 

• Distributed  Computing  Services  (DCS) 

- System  Software  Maintenance 

- Service  Management 

- Technical  Support 

- Asset  Management 

- Tools  Administration/Support 

- Configuration  Management 

- Level  2 Help  Desk 

- Procurement  and  Deployment 

- Service  Management 

- Moves/Adds/Changes 

• Help  Desk  Services  (HDS) 

- Equipment  Maintenance 

- Total  Call  Management 

- Software  Distribution 

- Problem  Management 

- Client/Server  Computing 

- Level  1 Help  Desk 

- Training 

- Call  Logging/Tracking 

- Technical  Consulting 

- Call  Priority  Setting 

- Level  2 Help  Desk 

- Call  Classification  and  Assignment 

- Service  Management 

- Call  Dispatching  and  Escalation 

Cap  Gemini  America  - Outsourcing 
August  1997 
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- Call  Status  Monitoring 

- Call  Closure  and  Follow-up 

- Call  Reporting 

- Service  Management 

• Network  Management  Services  (NMS) 

- Network  Operations  Center  (NOC) 

- WAN  Management  Services 

- LAN  Management  Services 

- Voice  Communications  Services 

- E-Mail/Groupware  Services 

- Internet/Intranet  Services 

- Level  2 Help  Desk 

- Service  Management 

Beginning  in  1995,  Cap  Gemini  America 
initiated  a strategy  to  become  a leader  in 
transformational  IT  outsourcing  in  the  U.S. 

To  this  end,  Cap  Gemini  America  offers  a 
dual-mission  customer  service  approach. 

• The  first  mission  of  the  contract 
concentrates  on  Cap  Gemini  America 
operating  its  customer’s  computer  systems 
in  more  cost-effective  ways,  allowing  the 
customer  to  focus  on  its  business. 

• The  second  mission  of  the  contract  focuses 
on  Cap  Gemini  America  upgrading  the 
client’s  systems  to  more  modern  distributed 
systems.  This  upgrade  allows  for  greater 
flexibility  in  matching  the  client’s  business 
requirements. 

• This  dual  mission  contract  creates  a solution 
that  attains  the  client’s  short-term  goals,  in 
addition  to  positioning  the  client’s  business 
for  the  future. 


Clients 

Cap  Gemini  is  providing  strategic  IT 
outsourcing  services  for  a number  of  clients 
including  Ralcorp  Holdings,  Inc.,  Western 
Digital  Corporation,  and  the  U.S.  Chamber  of 
Commerce.  Many  clients  have  turned  to  Cap 
Gemini  for  selective  outsourcing  services, 
including  Rubbermaid  and  J.P.  Morgan.  Cap 
Gemini  also  has  a solid  track  record  in 
delivering  specialty  SAP  outsourcing  services 
to  global  companies  such  as  Zeneca,  Montell 
Europe,  and  KaVo. 

Examples  of  Outsourcing  Contracts 

• In  April  1997,  Cap  Gemini  America  was 
awarded  a 10-year,  $75  million  dollar 
transformational  outsourcing  contract  with 
the  United  States  Chamber  of  Commerce 
(USCC). 

- Cap  Gemini  America  will  manage  USCC’s 
computer  operations,  providing 
outsourcing  services  and  advanced 
technology  solutions  to  enable  USCC  to 
focus  on  its  core  business  of  advancing 
American  private  enterprise. 

- Applying  the  company’s  Applications 
Management,  Distributed  Computing, 
Facilities  Management,  and  Business 
Process  Outsourcing  services,  Cap  Gemini 
America  will  support  the  USCC’s  current 
systems  while  simultaneously  developing 
new  systems,  which  the  company  will  later 
support  and  enhance. 

• In  August  1996,  Western  Digital 
Corporation  selected  Cap  Gemini  America 
as  its  “best-of-breed”  IT  provider  to  perform 
program  management  and  application 
development,  maintenance,  and  support 
services. 

- Cap  Gemini’s  activities  include  strategic 
planning,  quality  assurance  and  control, 
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establishment  of  standards, 
methodologies,  processes  and  procedures, 
new  application  development,  application 
maintenance,  and  support. 

- Cap  Gemini  America  will  work  in 
partnership  with  Wang/I-NET,  which  is 
responsible  for  managing  Western 
Digital’s  data  center,  network,  and 
desktop  services. 

• In  April  1995,  Cap  Gemini  America  and  its 
alliance  partners,  The  GENIX  Group  (now 

Exhibit  3 


Competitors 

Outsourcing  competitors  include  Andersen 
Consulting,  EDS,  Computer  Sciences 
Corporation,  and  IBM/ISSC. 

Key  Differentiators 

Cap  Gemini  differentiates  itself  from  the 
competition  through  the  following  unique 
qualities  or  services: 

• Cap  Gemini  has  been  ranked  #1  in 
Europe,  by  revenue,  in  applications 
management  for  the  past  20  years. 

• Cap  Gemini  is  the  only  American  company 
in  the  IT  industry  to  achieve  ISO  9001- 

Cap  Gemini  America  - Outsourcing 
August  1997 


ACS)  and  I-NET  (now  Wang/I-NET),  won  a 
contract  for  more  than  $100  million  from 
Ralcorp  Holdings,  Inc.  According  to  the 
agreement,  Cap  Gemini  America  is 
providing  overall  program  management  for 
the  partnership  and  is  providing  Ralcorp’s 
business  systems  planning,  transformation, 
and  management  services. 

A sampling  of  representative  1995-1996 
outsourcing  contracts  is  provided  in 
Exhibit  3. 


quality  certification  for  all  domestic 
services. 

• Cap  Gemini  offers  flexible  service 
packages  and  contractual  agreements 
specifically  tailored  to  the  customer’s  need. 

• Cap  Gemini’s  PERFORM  quality  system 
and  On  Time  and  Above  Client 
Expectations  (OTACE)  delivery 
methodology  assures  smooth  system 
transformation.  Cap  Gemini  America 
provides  guaranteed  and  “living”  service 
level  agreements. 
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Representative  1995-1996  Cap  Gemini  America  Outsourcing  Contracts 


Client 

Industry 

Award 

Outsourcing 

Type 

Duration 

Ralcorp  Holdings,  Inc. 

Foods  Manufacturing 

$100  million 

Applications 

Operations 

5 years 

Western  Digital 
Corporation  (WDC) 

Hi-Tech  Manufacturing 

$60  million 

Applications 

Operations 

3 years 

United  States  Chamber 
of  Commerce  (USCC) 

Public  Sector 

$75  million 

Business 

Operations 

1 0 year 

Total  Petroleum 

Process  Manufacturing 

$6  million 

Applications 

Operations 

5 years 

Source:  INPUT  Outsourcing  Contracts  Database; 
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• Cap  Gemini’s  focus  is  on  people.  The 
company  offers  unique  skill  and  career 
development,  with  a focus  on  quality  of 
life. 

• Cap  Gemini’s  System  Transformation 
program  aligns  IT  with  the  strategic 
objectives  of  the  client’s  business. 


Alliances 

Cap  Gemini  America  has  agreements  with 
the  following  outsourcing  service  vendors: 
Affiliated  Computer  Services  (ACS), 
Financial  Technologies,  AT&T  Network 
Services,  Vanstar,  Lucent  Technologies,  M/C 
Leasing,  and  Unisource  Systems,  Inc. 


Other  alliance  partners  include  Microsoft, 
Baan,  SAP,  Oracle,  PeopleSoft, 
Computervision,  and  Computron. 


Parent  Company 
CAP  GEMINI  S.A. 

1 1 rue  de  Tilsitt 
75017  Paris,  France 
Tel:  33  (1)47  54  50  00 
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Cap  Gemini  S.A. 


Place  de  I'Etoile 
11  rue  de  Tilsitt 
75017  Paris 
France 

Phone:  +33  (1 ) 47  54  50  00 

Fax:  +33(1)42  77  32  11 

Internet:  www.capgemini.com 

1114  Avenue  of  the  Americas 

29th  Floor 
New  York,  NY  10036 
U.S.A. 

Phone:  (212)944-6464 
Fax:  (212)719-5346 

Chairman:  Serge  Kampf 

Status:  Public 

Employees:  25,950(12/96) 

• In  January  1997,  Cap  Gemini  integrated 
the  Bossard  Group  into  its  operations. 

Revenue:  FF1 4,800,000,000 

Fiscal  Year  End:  12/31/96 

Company  Description 

Key  Points 

• Cap  Gemini  S.A.  is  a leading  French 

software  and  services  company  with  wide- 

Cap  Gemini  was  founded  in  1975  under  the 
name  Cap  Gemini  Sogeti  through  the  merger 
of  the  Sogeti  Group,  Gemini  Computer 
Systems,  and  CAP. 

spread  European  geographic  coverage  and 
increased  activities  in  the  U.S.  and  Asia. 

• The  company  reported  a strong  increase  in 
net  income  from  1995  to  1996. 

Sogeti  had  been  established  in  France  in  1967 
by  Serge  Kampf,  who  is  now  chairman  and 
CEO  of  the  group  and  one  of  its  largest 
shareholders. 

• In  September  1996,  Cap  Gemini 

implemented  a worldwide  logo  and  naming 
convention  to  provide  a unified  company 
profile. 

Cap  Gemini  has,  through  organic  growth  and 
aggressive  acquisition,  reached  a position  as 
one  of  the  leading  software  and  services 
vendors  in  Europe.  Some  of  these  acquisitions 
have  been  crucial  for  establishing  footholds  in 
Europe: 
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• The  1993  acquisition  of  Hoskyns 
established  Cap  Gemini  firmly  in  the  U.K. 

• The  1992  acquisitions  of  Programator  and 
Volmac  provided  strongholds  in  the  Nordic 
countries  and  Benelux,  respectively. 

• An  alliance  with  Daimler  Benz,  dating 
back  to  1991,  that  gave  debis  (Daimler 
Benz’s  internal  IT  division)  a share  in  Cap 
Gemini  while  establishing  the  joint 
venture  IT  services  company  Debis 
Systemhaus 

These  and  other  acquisitions  meant  that  the 
structure  of  Cap  Gemini  became  quite 
fragmented  and  traded  under  a variety  of 
company  names.  In  September  1996,  the 
company  reorganized  its  group  capital 
structure  to  create  the  Cap  Gemini  Group.  At 
the  same  time,  all  operating  companies  across 
the  world  rebranded  in  order  to  trade  under 
the  Cap  Gemini  name  and  logo. 


Exhibit  1 

Cap  Gemini  Group  Ownership,  June  1997 


Source:  INPUT 


Exhibit  1 shows  the  ownership  structure  of 
the  Cap  Gemini  Group. 

Debis’  investment  in  Cap  Gemini  has  a higher 
limit  dictated  by  the  U.S.  “Bank  Holding 
Company  Act.”  Daimler  Benz,  debis’  parent 
company,  is  24.4%  owned  by  the  Deutsche 
Bank.  As  Cap  Gemini  has  major  activities  in 
the  U.S.,  the  “Bank  Holding  Company  Act” 
becomes  relevant,  not  allowing  any  bank- 
owned  company  to  have  investments  in  a 
services  company  higher  than  25%. 

However,  debis  has  announced  its  intention  to 
sell  its  stake  in  Cap  Gemini,  reflecting  the 
diverting  strategies  of  the  two  companies. 

The  shares  will  be  sold  to  institutions  outside 
the  U.S.  At  the  same  time,  debis  will  buy 
back  Cap  Gemini’s  stake  in  debis  Systemhaus. 
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Operations  and  Structure 

Cap  Gemini  is  organized  around  geographical 
Strategic  Business  Areas  (SBA)  and  vertical 
markets.  Exhibit  2 shows  the  organization  of 
the  Cap  Gemini  Group. 

The  global  market  units  have  been  formed  to 
address  the  increasing  globalization  of  the 
company’s  customers  and  their  business 
issues. 

Cap  Gemini  was  already  active  in  the 
telecommunications  and  media  market  in 
Europe.  However,  the  company  believes  that 
through  the  formation  of  global  market  units 
it  can  better  focus  efforts  and  skills  from  both 
its  IT  services  and  its  management  consulting 


arms.  This  unit  has  a team  of  1,000 
employees. 

Apart  from  the  global  market  units,  Cap 
Gemini  also  focuses  on  the  following  vertical 
markets: 

• Process  Industries 

• Banking  and  Finance 

• Utilities 

• Consumer  Products,  Retail,  & Distribution 

• Government  & Public  Services 

• Manufacturing 


Exhibit  2 


Source:  Cap  Gemini 


Cap  Gemini  S.A. 
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Exhibit  3 


Cap  Gemini  S.A. 
Five-Year  Financial  Summary 
(FF  Millions) 


Year 

1992 

1993 

1994 

1995 

1996 

Revenue 

1 1 ,884 

11,028 

10,176 

1 1 ,329 

14,810 

Percent  Change  from  Previous 
Year 

19% 

-7% 

-8% 

11% 

31% 

Net  Income 

-72 

-429 

-94 

52 

280 

Net  Income  as  % of  Revenue 

N/A 

N/A 

N/A 

0.5% 

1 .9% 

Average  Number  of  Employees 

21,675 

20,900 

19,001 

20,477 

23,934 

Revenue  per  Employee 

0.548 

0.528 

0.536 

0.553 

0.619 

Source:  Cap  Gemini/  INPUT 


Financial  Information 

In  1995,  Cap  Gemini  returned  to  profitability 
after  a spell  of  losses  in  the  early  1990s  that 
was  mainly  caused  by  integration  of  its 
acquisitions. 

The  company’s  1996  financial  results  showed 
further  improvement.  Revenue  increased  by 
31%  to  FF  14.8  billion  ($2.9  billion),  while  net 
income  improved  by  more  than  400%.  Exhibit 
3 provides  a summary  of  Cap  Gemini’s 
financial  results  for  the  past  five  years. 

The  revenue  for  1996  includes  a consolidation 
of  Gemini  Consulting  into  the  group  for  a 
period  of  seven  months.  Without  this 
integration,  the  revenue  increase  from  1995  to 
1996  would  have  been  18%. 

Market  Analysis 

Cap  Gemini’s  major  activities  are  software 
production,  professional  services,  and 
outsourcing.  Exhibit  4 shows  INPUT’S 
estimate  of  the  split  of  the  company’s 
worldwide  revenue  in  1996  by  product/service 
mode. 


Exhibit  4 

Cap  Gemini  S.A. 
Worldwide  Revenue  by 
Product/Service  Mode 
($  Millions) 


Product/Service  Mode 

Revenue 
(S  Millions) 

Percent 
of  Total 

System  Software  Products 

60 

2% 

Application  Software  Products 

125 

4% 

Professional  Services 

1,280 

45% 

Systems  Integration 

570 

20% 

Systems  Operations 

615 

22% 

Other 

200 

7% 

Total  Software  & Services 

$2,850 

100% 

Source:  INPUT  estimates 
Percentages  rounded 


Cap  Gemini  generates  close  to  90%  of  its 
revenues  in  Europe.  Exhibit  5 shows  the 
company’s  European  revenue  by 
product/serivce  mode,  as  estimated  by  INPUT. 
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Exhibit  5 

Cap  Gemini  S.A. 

European  Revenue  by 
Product/Service  Mode,  ($  Millions) 


Product/Service  Mode 

Revenue 
($  Millions) 

Percent 
of  Total 

System  Software  Products 

60 

2% 

Application  Software  Products 

100 

4% 

Professional  Services 

1,190 

48% 

Systems  Integration 

500 

20% 

Systems  Operations 

550 

22% 

Other 

80 

3% 

Total  European  Software  & 
Services 

$2,480 

100% 

Source:  INPUT  estimates 
Percentages  are  rounded 


Exhibit  6 shows  INPUT’S  estimates  of  Cap 
Gemini’s  revenue  by  industry  sector. 

Exhibit  6 

Cap  Gemini  S.A. 

Revenue  by  Industry  Sector 
($  Millions) 


Industry  Sector 

Revenue 
($  Millions) 

Percent  of 
Total 

Manufacturing 

485 

17% 

Process  Industries 

255 

9% 

Transport,  Travel  & 
Tourism 

170 

6% 

Retail  & Distribution 

315 

11% 

Telecommunications  & 
Media 

370 

13% 

Utilities 

145 

5% 

Banking  & Finance 

655 

23% 

Public  Sector 

455 

16% 

Total  Software  & Services 

$2,850 

100% 

Source:  INPUT  estimates 
Percentages  rounded 


Exhibit  7 provides  INPUT’S  estimate  of  Cap 
Gemini’s  European  revenue  by  industry 
sector. 

Exhibit  7 

Cap  Gemini  S.A. 

European  Revenue  by  Industry  Sector 
($  Millions) 


Industry  Sector 

Revenue 
($  Millions) 

Percent  of 
Total 

Manufacturing 

670 

27% 

Banking  & Finance 

545 

22% 

Public  Sector 

420 

17% 

Retail  & Distribution 

250 

10% 

Telecommunications  & 
Media 

295 

12% 

Other 

300 

12% 

Total  European 
Software  & Services 

$2,480 

100% 

Source:  INPUT  estimates 
Percentages  are  rounded 


Geographic  Markets 

Cap  Gemini’s  operations  are  divided  into 
strategic  business  areas  (SBAs).  These  are: 

• SBA  1 — U.S.:  Process  industries  (oil, 
gas,  and  chemicals) 

• SBA  2 — U.K.  and  Ireland:  Finance 

• SBA  3 — Nordic  Countries:  Utilities 

• SBA  4 — Benelux:  Consumer  Products, 
Retail,  and  Distribution 

• SBA  67 — France  and  Southern  Europe: 
Manufacturing  (automobile) 

• SBA  8 — Asia 

In  November  1996,  Cap  Gemini  opened  an 
office  in  Singapore,  Cap  Gemini  Asia.  The 
company  plans  to  generate  10%  of  its  revenue 
from  Asia  by  2002. 


Cap  Gemini  S.A. 
June  1997 
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Exhibit  8 shows  INPUT’S  estimate  of  the 
origin  of  Cap  Gemini’s  revenue  by  country. 
Cap  Gemini’s  activities  in  Germany  via  its 
investment  in  debis  Systemhaus  are  not 
considered. 

Exhibit  8 

Cap  Gemini  S.A. 

Revenue  by  Country 
($  Millions) 


Country 

Revenue 
($  Millions) 

Percent  of 
Total 

France 

740 

26% 

U.K. 

570 

20% 

Netherlands 

475 

17% 

U.S. 

315 

11% 

Sweden 

170 

6% 

Belgium/Luxembourg 

140 

5% 

Denmark 

115 

4% 

Norway 

85 

3% 

Italy 

60 

2% 

Spain/Portugal 

30 

1% 

Switzerland 

30 

1% 

Austria 

25 

1% 

Finland 

25 

1% 

Other 

55 

2% 

Total  Software  & Services 

$2,850 

100% 

Source:  Cap  Gemini/  INPUT  estimates 
Percentages  rounded 


Key  Products  and  Services 

Historically,  Cap  Gemini  has  concentrated  on 
marketing  professional  services,  typically 
custom  system  and  software  development. 

The  company  does  not  consider  its  business  to 
be  in  products,  either  hardware  or  software, 
even  though  in  the  past  software  products 
have  been  acquired  as  part  of  acquisitions  of 
professional  services  groups. 

Today,  Cap  Gemini’s  focus  has  moved  away 
from  professional  services  toward  systems 
integration  and  systems  operation. 


Cap  Gemini’s  range  of  services  is  categorized 

into: 

• Service  Offerings  which  include: 

- Year  2000:  The  company  has  around 
190  engineers  working  with  2 billion 
plus  lines  of  code  scanned  or  in  process 

- Euro:  Approaches  and  tools  developed  to 
support  transforming  businesses  to  take 
advantage  of  the  single  European 
currency  unit.  The  group  has  started  by 
aggressively  targeting  the  finance  sector 
and  is  now  delivering  solutions  to  the 
pharmaceuticals,  retail,  and  other 
industries. 

- Internet  and  Electronic  Commerce: 
Approaches  to  help  companies  reposition 
for  developments  in  these  key 
technologies. 

• Information  Systems  Management  is  Cap 
Gemini’s  outsourcing  business.  The 
company  will  manage  all  or  part  of  a 
client's  information  resources  (including 
hardware,  networks,  applications,  and 
people)  under  the  provision  of  a long-term, 
contractual  service  level  agreement. 
Available  services  includes  applications 
management,  facilities  management,  and 
the  management  of  distributed  computing 
environments. 

• Consulting,  which  involves  assisting 
clients  in  the  areas  of  strategic  business 
planning,  operational  streamlining,  and 
the  use  and  practical  applications  of 
advanced  IT  solutions.  Gemini  Consulting 
provides  specialized  business 
transformation  consultancy  services. 

• Project  Services  covers  the  design, 
development,  and  delivery  of  information 
systems.  The  services  encompass  software 
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development,  systems  integration,  and 
software  product  integration. 

Cap  Gemini  also  offers  education  and  training 
aimed  at  supporting  IT  and  non-IT 
professionals  and  end  users  in  the  use  of  new 
information  technology.  The  company  also 
supplies,  implements,  integrates,  and 
provides  support  for  packaged  software 
solutions. 

Cap  Gemini  has  further  developed  specific 
sector  offerings  relating  to  its  targeted  global 
markets.  For  the  insurance  market,  the 
company’s  services  relate  to  three  core 
offerings: 

• ICIS  (Insurance  Company  Information 
System),  which  is  a customer,  product,  and 
administration  management  system 

• DCM  (Distributed  and  Customer 
Management)-a  portfolio  of  offerings 
aimed  at  enabling  insurance  companies  to 
manage  multiple  distribution  channels 
and  maintain  long-term  customer 
relationships 

• Business  Consultancy-a  full  range  of 
business  consulting  services  from  strategy 
development  to  implementation,  design 
and  management 

In  the  telecoms  and  media  market,  Cap 
Gemini’s  offerings  relate  to: 

• Customer  care  and  billing  for  basic 
telephone  services,  cellular,  cable  TV,  etc. 
cetera 

• Operations  support,  such  as  transmission 
facilities  and  computing  infrastructure 

• Telecom  services,  including  intelligent 
network  infrastructure  and  voice  value- 
added  services 


• Corporate  management,  which 
encompasses  the  supporting  accounting, 
provisioning,  and  human  resources  areas 

Recent  Projects  and  Major  Clients 

Recent  major  projects  include: 

• In  May  1997,  Cap  Gemini  in  the  U.K.  won 
a four-year  contract  with  British  Steel  to 
provide  management  and  support  of 
distributed  systems  and  500  desktop 
personal  computers.  The  contract  is 
valued  at  £3  million. 

• In  April  1997,  Cap  Gemini  America 
announced  that  it  had  won  a ten-year,  $75 
million  outsourcing  contract  with  the 
United  States  Chamber  of  Commerce. 
Under  the  terms  of  the  agreement,  Cap 
Gemini  will  provide  help  desk  services, 
infrastructure  management  services, 
mainframe  applications  support, 
applications  management,  facilities 
management,  wide-area  network  services, 
and  business  process  outsourcing  services. 

• In  February  1997,  Cap  Gemini  in  the  U.K. 
announced  that  it  had  been  contracted  by 
the  Coal  Authority  to  build  the  U.K.’s 
largest  geographical  information  system. 
The  contract  is  for  eight  years  and  is 
worth  £11  million. 

• Cap  Gemini’s  Dutch  company  is  working 
with  the  Dutch  Public  Works  Authorities 
(Rijkswaterstaat)  to  improve  road  safety. 
The  project  entails  expanding  and 
modernizing  the  complete  chain  of  IT 
systems  for  highway  observation.  Cap 
Gemini  has  also  been  made  responsible  for 
constructing  part  of  the  highway 
observation  system’s  operating  system. 

Exhibit  9 shows  a selection  of  Cap  Gemini’s 

major  clients. 
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Exhibit  9 


A Selection  of  Cap  Gemini  S.A.’s  Major  Clients 


Industry  Sector 

Client 

Process  Manufacturing 

Zeneca  Agrochemicals 

Glaxo 

Atochem 

Pepsi  Cola 

Ralcorp 

ASTRA 

Imperial  Tobacco 
Statoil 

Exxon  Chemicals 

Discrete  Manufacturing 

Fokker  Aircraft 
Renault  V.l. 
Volvo 
Ford 

Public  Sector 

Dutch  Ministry  of  Foreign  Affairs 
French  National  Library 
British  Ministry  of  Defence 

Transport,  Travel  & Tourism 

British  Airways  Avionic  Engineering 
Bollore  Technologies  Group 

Utilities 

EDP  GDF  (French  national  electricity  and  gas  utilities) 
British  Gas 
OKG  AB 

Telecommunications  & Media 

Bell  South 

France  Telecom 

Deutsche  Bundesposttelekom 

Banking  & Finance 

ABN  Amro 

Nordbanken 

Bankpyme 

Berliner  Volksbank  EG 

Acquisitions  and  Alliances 

During  the  past  decade.  Cap  Gemini  has 
made  many  acquisitions.  However,  1996 
became  the  year  when  the  company  focused 
on  reorganizing  and  consolidating  its 
activities.  Cap  Gemini’s  only  acquisition  of 
the  year  was  the  increase  of  the  company’s 
shareholding  in  the  Bossard  Group  from 
49%  to  full  ownership.  The  deal  came  into 
effect  on  1 January  1997.  Bossard’s 

Source:  Cap  Gemini 

activities  in  management  consulting  have 
been  fully  integrated  into  the  Cap  Gemini 
Group. 

In  October  1996,  the  company’s  Dutch 
subsidiary  also  announced  that  it  had 
increased  its  share  in  two  multimedia 
companies,  BIT  and  Interactive  Concepts  & 
Production  (IC)  to  100%.  The  two 
companies  will  retain  their  own  names  and 
identities. 

Page  8 of  9 


©INPUT  1997.  Reproduction  prohibited. 


Cap  Gemini  S.A. 
June  1997 


INPUT  Vendor  Profile 


Part  of  Cap  Gemini’s  mission  is  to  partner 
with  business  technology  leaders  worldwide. 
The  company’s  Strategic  Alliance  Partners 
include: 

• Baan 

• Compaq 

• Digital  Equipment  Corporation 

• Hewlett-Packard 

• 12 

• IBM 

• IMI 

• Manugistics 

• Microsoft 

• Oracle 

• PeopleSoft 

• SAP 

• Sun  Microsystems 

• Tandem 

INPUT  Assessment 

Initially,  Cap  Gemini  gained  its  strong 
position  in  the  European  professional 
services  market  through  a range  of 
acquisitions.  The  strategy  was  to  leave  the 
companies  to  act  as  local  companies, 
retaining  their  own  names  and  logos.  This 
has  no  doubt  been  comforting  for  existing 
clients,  though  it  left  Cap  Gemini  as  a whole 
looking  very  fragmented  in  the  market. 


In  1996,  Cap  Gemini  finally  brought  all 
companies  under  one  name  and  one  logo. 
This  move  was  long  overdue.  The  earlier 
fragmentation  has  not  only  affected  the 
company’s  image  in  the  marketplace,  but 
must  surely  also  have  weakened  the 
corporate  spirit. 

One  of  Cap  Gemini’s  weaknesses  has  always 
been  its  lack  of  business  consulting 
resources  compared  with  competitors  like 
Andersen  Consulting  and  now  also  EDS.  As 
part  of  the  organizational  change  in  the  past 
year,  Cap  Gemini  has  integrated  Gemini 
Consulting  into  the  organization.  The  areas 
in  which  this  change  will  be  most  obvious 
are  the  new  global  market  units.  The 
addition  of  the  Bossard  Group  in  January 
1997  will  further  strengthen  Cap  Gemini’s 
business  consulting  capabilities. 

The  formation  of  global  market  units  also 
addresses  another  area  that  Cap  Gemini  has 
needed  to  strengthen.  The  company  has  a 
very  strong  technical  background,  but  has 
needed  to  demonstrate  detailed  knowledge 
of  business  issues  pertaining  to  its  key 
vertical  markets.  By  combining  the 
expertise  of  Gemini  Consulting  with  the  IT 
services  arm  of  the  Group  in  the  global 
units,  Cap  Gemini  has  taken  a major  step  in 
acheiving  this. 

The  next  two  years  should  be  very 
interesting  for  Cap  Gemini.  The  company 
has  now  implemented  a number  of  strategic 
changes  that  should  ultimately  affect  the 
financial  results  positively.  Although  the 
company  increased  its  profitability  strongly 
from  1995  to  1996,  Cap  Gemini  still  has 
some  way  to  go  before  its  profit  margin  is  at 
the  level  of  some  of  its  major  competitors. 
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61  - 71  Victoria  Street 
London 
SW1H OXA 
United  Kingdom 

Phone:  +44  (0)  171  799  1525 

Fax:  +44(0)  171  799  1526 


Chairman:  Rod  Aldridge 

Status:  Public 

Number  of  Employees:  2,350  (03/96) 

Revenue:  £111,869,000 

$65,331,000 

Fiscal  Year  End:  12/31/96 


Key  Points 

• The  Capita  Group  Pic  (Capita)  is  a U.K.- 
based  provider  of  information  technology, 
administration,  and  property  management 
services. 

• In  January  1997,  the  Capita  Business 
Services  operating  unit  was  formed  when 
the  company’s  Outsourcing  and  Advisory 
divisions  were  merged  into  a single  unit  to 
provide  integrated  outsourcing  solutions. 

• Outsourcing  accounts  for  four-fifths  of  the 
company’s  revenue,  the  remainder  of 


which  is  derived  from  training, 
consultancy,  and  software  sales. 

• New  services  include  a third-party 
‘shadow’  outsourcing  service  to  other 
outsourcers  through  a joint  venture  with 
OAO. 

Company  Description 

Capita  was  established  in  1984  as  a result  of 
a management  buyout  from  the  Chartered 
Institute  of  Public  Finance  and  Accountancy 
(CIPFA),  a U.K.  public  sector  body. 

Capita  rapidly  established  itself  as  a leading 
vendor  in  IT-function  outsourcing  in  the 
U.K. 

Originally,  the  company  was  regarded 
primarily  as  a local  government  specialist; 
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Capita  still  has  many  of  its  customers  in 
this  segment.  The  company  has  since 
expanded  its  vertical  market  focus  and 
range  of  service  offerings. 

Operations  and  Structure 

The  Capita  Group  consists  of  the  following 
operating  units: 

• Capita  Business  Services,  employing  more 
than  3,600,  was  recently  formed  from  the 
Outsourcing  and  Advisory  divisions.  This 
unit  serves  the  education,  government, 
health,  commercial,  and  international 
markets. 

• Capita  Property  Services,  with  a staff  of 
more  than  700,  is  comprised  of  four 
subsidiaries:  Beard  Dove,  EDM, 

Greatorex,  and  the  Estatecare  Group. 

Employees 

During  1996,  the  average  number  of 
employees  at  Capita  was  2,350,  compared  to 
an  average  of  1,576  in  1995  and  1,390  in 
1994. 

Company  Strategy 

Capita  Group  has  three  strategic  directions 
for  its  IT-related  services: 

• To  expand  activities  in  services  other  than 
IT  outsourcing 

• To  develop  and  differentiate  its  position  in 
the  provision  of  managed  services 

• To  extend  its  business  operations  services 
from  the  public  sector  to  the  commercial 
markets 


Acquisitions 

Recent  acquisitions  made  by  Capita  include 

the  following: 

• In  February  1997,  Capita  acquired 
Hartshead  Solway  Ltd.,  one  of  the  U.K.’s 
largest  pension  administrators,  for  £4.35 
million. 

- Capita  now  claims  to  be  the  largest 
administrator  of  pensions  in  the  U.K. 

- According  to  the  terms  of  the  agreement, 
Capita  will  repay  a £400,000  loan  sought 
by  Hartshead  Solway. 

• In  February  1997,  Capita  also  acquired 
DriveSafe  Services  Ltd.  through  the 
purchase  of  the  remaining  50%  of  shares 
held  by  JHP  Group  Pic. 

- DriveSafe  has  experience  in  call-center 
technology  and  data  scanning,  as  well  as 
in  providing  driving  theory  tests. 

- Capita  acquired  DriveSafe  for  £7.5 
million  and  394,633  ordinary  shares. 

- In  addition,  Capita  may  pay  up  to  £5 
million  more, depending  on  the 
performance  of  DriveSafe. 

• In  October  1996,  Capita  acquired 
Recruitment  and  Assessment  Services 
(RAS)  from  the  U.K.  government.  RAS  is 
responsible  for  recruiting  personnel  into 
the  Civil  Service. 

• In  July  1996,  Capita  acquired  60%  of  the 
issued  share  capital  of  Estatecare  Group 
Ltd.,  for  a nominal  £1,000. 

- Estatecare  Group  Ltd.  is  a provider  of 
architectural,  project  management,  and 
engineering  services  to  the  government 
sector. 
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- Capita  subsequently  purchased  the 
Estatecare  business  for  £346,000. 

Financials 

Total  1996  revenue  reached  approximately 
£111.9  million  ($65.3  million),  a 29% 
increase  over  1995  revenue  of  approximately 
£87.0  million  ($56.0  million).  Net  income 
rose  24%,  from  £6.5  million  ($4.2  million)  in 
1995  to  £8.0  million  ($4.7  million)  in  1996. 

Exhibit  1 shows  a five-year  summary  of  the 
Capita  Group's  financial  results. 

Exhibit  1 


The  group  has  continued  to  grow  its  revenue 
strongly  over  the  past  five  years,  despite  a 
lower  growth  rate  in  1995. 

Capita  has  also  managed  to  maintain  a very 
high  level  of  profitability  over  the  period, 
despite  the  strong  growth  and  its 
dependency  on  the  more  price-sensitive 
outsourcing  market.  Strong  growth  is 
expected  to  continue  through  1997  since  no 
existing  contracts  are  due  to  expire  until 
1998  and  new  contracts  have  been  secured 
this  year. 


Capita  Group  Pic 
Five-Year  Financial  Summary 
(£  Millions,  except  per-share  and  -employee  data) 


Fiscal  Year 

Item 

1996 

1995 

1994 

1993 

1992 

Revenue  (Pounds  Sterling) 

£111.9 

£87.0 

£73.8 

£50.2 

£33.1 

Revenue  ($  Millions) 

$65.3 

$56.0 

$47.2 

$31.8 

$17.6 

Percent  change  from 
previous  year 

29% 

18% 

47% 

52% 

34% 

Income  before  taxes  (Pounds  Sterling) 

£12.3 

£9.4 

£7.9 

£5.5 

£4.4 

Income  before  taxes  ($  Millions) 

$7.2 

$6.1 

$5.1 

$3.5 

$2.3 

• Percent  change  from 
previous  year 

31% 

19% 

45% 

24% 

28% 

Net  income  (Pounds  Sterling) 

£8.0 

£6.5 

£5.4 

£3.8 

£2.9 

Net  income  ($  Millions) 

$4.7 

$4.2 

$3.5 

$2.4 

$1.6 

• Percent  change  from 
previous  year 

24% 

20% 

43% 

29% 

44% 

Revenue  per  employee  (£  Thousands) 

£47.6 

£55.5 

£53.1 

£54.9 

£63.3 

Earnings  per  share  (pence) 

14.3 

11.8 

10.5 

7.9 

6.4 

Earnings  per  share  ($) 

$0.08 

$0.08 

$0.07 

$0.05 

$0.03 

• Percent  change  from 
previous  year 

12% 

12% 

33% 

23% 

19% 

Source:  Capita  Group  Pic 

Dollar  to  pounds  Sterling  exchange  rates  are  0.584,  0.644,  0.639,  0.634, and  0.532  for  1996,  ‘95,  ‘94,  ‘93,  and 
‘92,  respectively. 


The  Capita  Group  Pic 
August  1997 


©1997  by  INPUT.  Reproduction  prohibited. 


Page  3 of  7 


INPUT  Vendor  Profile 


Exhibit  2 shows  a financial  analysis 
summary.  Return  on  capital  employed 
continues  to  grow  higher,  proving  Capita’s 
operational  ability;  operating  profit  also 
continues  to  grow  albeit  within  the  medium 
10%  range  necessary  to  establish  strong 
market  position. 


Exhibit  2 


The  current  ratio  and  trade  debtors 
collection  period  indicate  that  Capita  is 
completely  solvent  and  likely  to  remain  so. 


Gearing,  interest  cover  and  funds  ratio 
highlight  Capita’s  risk-averse  attitude 
toward  debt  and  its  lack  of  dependence  on 
external  sources  of  finance.  Financial  risk  is 
therefore  minimized,  stabilizing  annual 
profit  flow  for  investment  via  retentions. 


The  Capita  Group  Pic 
Five-Year  Financial  Analysis  Summary 


Ratio 

Fiscal  Year 

1996 

1995 

1994 

1993 

1992 

Return  on  Capital  Employed  (%) 

101.5 

90.8 

84.2 

78.2 

48.3 

Operating  Profit  Margin  (%) 

10.7 

10.5 

10.4 

10 

11.2 

Trade  Debtors  (days) 

90 

91 

99 

78 

94 

Current  Ratio 

1.1 

1.1 

1.1 

1.1 

1.4 

Gearing  (%) 

0 

0.8 

1.6 

0 

0 

Interest  Cover 

1197 

314 

142 

417 

619 

Funds  Ratio 

0.8 

0.7 

0.7 

0.6 

0.3 

Source:  The  Capita  Group  Pic 


Revenue  Analysis  by  Product/Service 

Exhibit  3 provides  a two-year  breakdown  of 
Capita’s  revenue  by  product/service,  as 
reported  by  the  company.  As  can  be  seen, 
greatest  profit  growth  was  achieved  in  the 
outsourcing  and  software  division. 


• Outsourcing  accounts  for  four-fifths  of 
revenue,  the  remainder  being  derived  from 
training,  consultancy,  and  software  sales. 

• Between  1995  and  1996,  turnover  in 
outsourcing  and  software  increased  by 
37%  to  £78.5  million  and  profits  grew  by 
43%  to  £5.97  million. 
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Exhibit  3 


The  Capita  Group  Pic 
Two-Year  Source  of  Revenue  Summary 
(£  Millions) 


Service 

Revenue 

1996 

Revenue 

1995 

Revenue 

Growth 

Profit 

Growth 

Outsourcing  and  software 

£78.5 

£57.3 

37% 

43% 

Property  services 

22.6 

20.4 

11% 

12% 

Consulting,  recruitment,  and  training 

10.8 

9.3 

16% 

0.1% 

Total 

£111.9 

£87.0 

29% 

25% 

Source:  The  Capita  Group  Pic 


Market  Financials 

INPUT  estimates  that  75%  of  Capita’s  1996 
revenue  was  derived  from  the  government 
sector,  15%  from  utilities,  5%  from  business 
services,  and  5%  from  the  transportation 
indutry. 

Geographic  Markets 

More  than  95%  of  Capita’s  1996  revenue 
was  derived  from  the  U.K.  However,  the 
company  has  operations  in  Prague  and 
Kuala  Lumpur. 

Key  Products  and  Services 

Capita  Business  Services 

Recently  formed  from  the  Outsourcing  and 
Advisory  divisions,  this  unit  accumulates 
the  skills  and  experience  of  the  former 
divisions  to  provide  more  integrated 
business  solutions.  More  than  3,600 
employees  operate  in  the  Business  Services 
division. 

Capita  Business  Services  functions  in  five 
market  sectors: 


Government : Capita  is  a major  supplier  of 
software  to  the  government  and  has  also 
won  Civil  Service  Recruitment  and  Driving 
Theory  Test  administration  contracts. 

Health : Capita  provides  IT  support  in 
addition  to  recruitment  and  selection 
services  for  the  health  sector. 

Commercial'.  Capita  has  recently  assumed 
management  of  data  services  for  the  Society 
of  Motor  Manufacturers  and  Traders,  and 
has  developed  a unique  ‘shadow’  outsourcing 
service  in  a joint  venture  with  OAO 
company.  The  partners  provide  third-party 
outsourcing  service  to  other  outsourcers  in 
order  for  the  latter  to  focus  on  customer 
relations  and  service. 

International'.  Capita  has  worked  in 
partnership  with  the  World  Bank,  European 
Commission,  and  U.K.  and  overseas 
governments  in  the  field  of  public 
administration.  It  also  advises  emerging 
market  economies  on  development,  export 
strategy,  and  sustaining  business. 


Education'.  SIMS  is  Capita’s  long-running 
and  successful  education  management  and 
administration  software.  Capita  also 
administers  the  Nursery  Education  Voucher 
Scheme. 


Capita  believes  that  its  ability  to  offer 
services  across  this  broad  range 
differentiates  it  from  its  competitors.  Also, 
by  building  a variety  of  services  into  a 
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contract,  the  company  is  aiming  to  protect 
itself  against  price  competition. 

Capita’s  outsourcing  services  include: 

• Customer  services,  such  as  call  centers  for 
customers  of  client  organizations 

• Back-office  services,  such  as  payroll, 
pensions,  and  revenue  services 

• IT  support 

• Site  services,  where  Capita  provides  the 
infrastructure  from  which  its  services  are 
provided 

Capita  has  been  developing  its  offerings  in 
business  operations  outsourcing  in  recent 
years.  This  area  now  represents  a higher 
revenue  than  IT  outsourcing. 

Capita’s  integrated  outsourcing  approach 
allows  it  to  compete  for  disparate 
outsourcing  contracts  as  a “one-stop  shop.” 

Exhibit  4 


For  example,  services  can  range  from  estate 
management  to  administrative  support. 

Capita  Property  Services 
The  following  subsidiaries,  with  a combined 
staff  of  more  than  700  employees,  constitute 
Capita  Property  Services  (CPS): 

• Beard  Dove  provides  surveying  and  project 
management  services. 

• EDM  provides  architectural  services, 
including  health  and  safety  and  interior 
design. 

• Greatorex  provides  building  services  and 
structural  consulting  engineers. 

• Estatecare  Group  is  a multidisciplinary 
construction  consultancy. 

Clients 

Exhibit  4 details  some  of  Capita’s  recent 
contract  wins  and  representative  clients. 


The  Capita  Group  Pic 
Major  Contract  Wins 


Industry  Sector 

Client 

Contract 

Total  Value 

Duration 

Public  Sector 

Department  of  Education  & 
Employment 

Nursery  Voucher  Scheme  * 

£15m 

1996-1999 

Public  Sector 

Department  of  Education  & 
Employment 

Teacher  Superannuation 
Scheme 

£72m 

1 996-2003 

Public  Sector 

Her  Majesty’s  Government 

Civil  Service  Recruitment 

N/A 

1996-2001 

Public  Sector 

Driving  Standards  Authority 

Written  Driving  Test  Centers 

£70m  est. 

1996-2001 

Public  Sector 

Mendip  District  Council 

Financial  Services 

N/A 

1 997-2005 

Utilities 

Yorkshire  Water 

Customer  Services 

£14m 

1995-2002 

Transport 

Society  of  Motor 
Manufacturers  and  Traders 

IT  Services 

£15m 

1995-1999 

Manufacturing 

Westland  Helicopters 

IT  and  Customer  Support 

£7m 

1995-2000 

Finance 

Trustee  Savings  Bank  (TSB) 

Payroll  Operations 

£3. 5m 

1995-2000 

Source:  The  Capita  Group  Pic 


* Terminated  by  U.K.  government. 
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Alliances 

Capita  has  few  formalized  alliances,  but 
enters  into  joint  ventures  with  customers  in 
connection  with  outsourcing  contracts.  Capita 
forms  business  partnerships  on  an  ad-hoc 
basis.  An  example  is  the  contract  with  the 
London  Borough  of  Hounslow,  in  which 
Capita  teamed  with  ICL’s  outsourcing  arm, 
CFM,  to  win  the  bid. 

Competition 

Capita’s  primary  competitors  in  the  IT 
software  and  services  market  include  EDS, 
Vertex,  and  ICL/CFM.  The  company’s 
primary  competitor  in  the  recruitment  market 
is  Parity. 


INPUT  Assessment 

Capita  has  started  a process  of  diversifying  so 
as  to  move  away  from  IT  outsourcing 
contracts  and  complete  reliance  on  local 
government  contracts. 

In  particular,  it  has  grown  its  presence  in  the 
commercial  payroll  services  and  billing 
services  markets.  The  company  says  that 
though  IT  outsourcing  will  remain  important 
in  its  portfolio,  it  believes  that  business 
operations  services  will  increase  in 
importance. 

With  a broader  portfolio  of  clients,  Capita  is 
better  positioned  to  withstand  the  related 
competitive  pressures.  This  also  makes  the 
company  less  sensitive  to  specific  market 
forces,  such  as  an  expected  slowdown  in  local 
government  tendering  at  the  end  of  this 
century. 

Capita’s  financial  data  shows  a strong, 
growing  company  that  should  be  completely 
capable  of  addressing  these  issues. 


The  Capita  Group  Pic 
August  1997 
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CCH  COMPUTAX,  INC. 

21250  Hawthorne  Boulevard 
Torrance,  CA  90503-5502 
(310)  543-6200 


Thomas  G.  Rolfe,  President 
Wholly  Owned  Subsidiary  of 
Commerce  Clearing  House,  Inc. 
Total  Employees:  1,500 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $197,580,000 


The  Company  CCH  Computax,  Inc.  provides  income  tax  return  processing  services 

to  professional  tax  preparers  (accountants  and  lawyers).  Tax  return 
processing  is  offered  for  federal  returns  and  also  for  all  states  that 
impose  individual  and  corporate  income  taxes.  The  company  also 
provides  applications  software  and  educational  services  to 
accountants. 

CCH  Computax's  parent,  Commerce  Clearing  House,  Inc.  (CCH)  is 
a $700  million  Delaware  corporation  headquartered  in  Riverwoods 
(IL).  In  addition  to  tax  processing  services,  CCH  publishes  tax  and 
business  law  materials  and  provides  legal  support  services. 

• Due  to  continuing  economic  pressures  on  law  and  accounting 
firms  and  increased  competition,  CCH's  revenue  growth  and 
operating  earnings  for  all  of  its  business  segments  have  been 
impacted.  In  response  to  these  conditions,  during  1991  CCH 
management  implemented  a general  cost  containment  and 
awareness  program  for  all  of  the  business  segments  and  is 
developing  a new  strategic  plan  (expected  to  be  complete  during 
mid-1992). 

• Included  was  a 5%  across-the-board  downsizing,  early  retirement 
offers,  and,  at  CCH  Computax,  a 250-person  reduction  in  full- 
time staff  and  a reorganization  aimed  at  positioning  its 
operations  to  capitalize  on  the  industry  trend  to  migrate  to  in- 
office products. 

CCH  Computax's  1991  revenue  was  $197.6  million,  a 12%  decrease 
from  1990  revenue  of  $224.3  million.  Operating  profit  rose  127%  to 
$10.2  million.  A five-year  financial  summary  follows: 
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CCH  COMPUTAX,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$197.6 

$224.3 

$215.8 

$177.6 

$158.1 

(decrease)  from 
previous  year 

(12%) 

4% 

22% 

12% 

7% 

Operating  profit 
• Percent  increase 

$10.2 

$4.5 

$3.7 

$14.5 

$19.6 

(decrease)  from 
previous  year 

127% 

22% 

(74%) 

(26%) 

20% 

Revenue  declines  during  1991  were  attributed  to  significant  volume 

decreases  for  service  bureau  tax  return  processing,  reflecting 

customer  shifts  toward  in-office  tax  return  processing  systems. 

• Sales  of  the  ProSystem  FX  tax  processing  software  product  line 
(first  promoted  in  late  1990)  partially  offset  service  bureau 
revenue  losses  in  1991  and  moderately  contributed  to  the  1990 
revenue  increases. 

• Operating  earnings  improved  in  1991,  due  principally  to  the 
effects  of  cost  containment. 

• The  company  anticipates  increasing  revenue  fall-off  in  1992  due 
to  the  trends  discussed. 

A summary  of  acquisitions  made  by  CCH  Computax  follows: 

• In  1991,  CCH  Computax  acquired  Optima  Technologies,  Inc.,  a 
small  software  development  company  that  has  assisted  CCH 
Computax  in  the  development  of  its  PC-based  tax  return 
processing  software. 

• During  1989,  CCH  Computax  acquired  from  Interactive 
Financial  Services,  Inc.  of  Atlanta  (GA)  certain  software, 
customer  lists,  and  other  assets. 

• In  January  1989,  the  company  acquired  TLS  Co.  of  Cedar  Rapids 
(IA).  TLS  provides  tax  processing  services  in  Iowa  and  now 
operates  as  a subsidiary  of  CCH  Computax. 

• In  September  1988,  CCH  Computax  acquired  Accutax  Systems 
Inc.  of  Walnut  Creek  (CA)  from  Reynolds  and  Reynolds 
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Key  Products  and 
Services 


Company.  Accutax,  a provider  of  tax  processing  and  education 
services  to  tax  return  preparers,  now  operates  as  a subsidiary  of 
CCH  Computax. 

In  January  1988,  the  company  acquired  Taxx,  Inc.  of  Metairie 
(LA).  Taxx,  a regional  processor  of  income  tax  returns,  now 
operates  as  a subsidiary  of  CCH  Computax. 


INPUT  estimates  89%  of  CCH  Computax's  1991  revenue  was 
derived  from  its  various  tax  processing  services,  10%  from  software 
product  licenses,  and  1%  from  education  services  provided  to 
accountants. 

CCH  Computax  provides  batch,  remote  batch,  and  distributed  tax 
processing  services  for  individual,  partnership,  corporation, 
fiduciary,  oil  and  gas,  and  deferred  compensation  returns. 

• Various  methods  are  used  for  delivery  of  completed  batch 
returns,  including  couriers  and  the  U.S.  Postal  Service. 

• Remote  batch  and  interactive  processing  is  available  through 
CCH  Computax's  Command  System  microcomputer  software. 
Returns  can  be  printed  at  a CCH  Computax  processing  center  or 
at  the  client's  location. 

Applications  software  products  provided  by  CCH  Computax  include 
the  following: 

• The  Command  System  is  an  integrated  set  of  IBM  and 
compatible  microcomputer-based  software  products  that  allow 
tax  preparers  to  perform  tax  calculations,  transmit  data  for 
calculation,  rerun  returns,  check  the  processing  status  of  returns, 
review  billing  data,  and  laser  print  returns  in  their  offices.  Over 
3,100  clients  use  Command. 

• Computax  Connection  products  permit  the  tax  preparer  to 
interface  microcomputer-based  applications  for  tax  planning, 
audits,  and  general  ledger  with  taxpayer  data  residing  on  CCH 
Computax  mainframes. 

• ProSystem  FX  is  a complete  tax  processing  system  designed  to 
provide  customer-selected  delivery  methods  through  in-office, 
remote  job  entry,  or  batch  processing. 

• 1040  Solutions,  acquired  by  CCH  Computax  in  1985,  is  a 
microcomputer  software  product  that  allows  preparers  to 
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calculate  and  print  individual  tax  returns  in  their  own  offices. 
There  are  currently  over  4,200  installations  of  the  product. 

• CCH  Computax's  Fiduciary  TaxsystemS  Division  provides 
fiduciary  tax  processing  for  banks  using  a software  bridge  to  the 
bank's  trust  accounting  system. 

CCH  Computax  also  provides  the  following  support  and  education 

services: 

• Videotapes  are  available  from  CCH  Computax  for  federal  tax 
updates,  new-user  training,  and  federal  supplemental  programs. 

• Accountant’s  Education  Services  provide  a series  of  continuing 
professional  education  programs  that  meet  accounting  and  tax 
professionals'  CPE  requirements.  The  courses  are  available 
throughout  the  U.S. 

Industry  Markets 

One  hundred  percent  of  CCH  Computax's  revenue  is  derived  from 
professional  tax  preparers,  including  accountants  and  lawyers. 

Geographic 

Markets 

a 

One  hundred  percent  of  CCH  Computax's  revenue  is  derived  from 
the  U.S. 

Sales  offices  are  located  in  the  metropolitan  areas  of  Atlanta, 

Baltimore,  Boston,  Chicago,  Cincinnati,  Connecticut,  Dallas, 

Denver,  Detroit,  Houston,  Kansas  City,  Long  Island,  Los  Angeles, 

Minneapolis,  New  Orleans,  New  York  City,  Norfolk,  Norwalk, 

Philadelphia,  St.  Louis,  San  Diego,  San  Francisco,  San  Jose,  Seattle, 

Syracuse,  and  Tampa. 

CCH  Computax  currently  has  31  processing  centers  in  U.S. 

• Regional  centers  are  located  in  Cedar  Grove  (NJ);  Garden  City 
(NY);  Chantilly  (VA);  Niles  (IL);  Wilmington  (MA);  and 
Burlingame  and  Redondo  Beach  (CA). 

• Other  centers  are  located  in  Phoenix  (AZ);  Anaheim  (CA); 

Denver  (CO);  Bridgeport  (CT);  Pompano  Beach  (FL);  Norcross 
(GA);  Louisville  (KY);  Livonia  (MI);  Edina  (MN);  St.  Louis 
(MO);  Middleburg  Heights  and  Cincinnati  (OH);  Philadelphia 
and  Pittsburgh  (PA);  Houston  and  Irving  (TX);  and  Kent  (WA). 

o 
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Computer 

Hardware 


CCH  Computax's  central  data  center,  located  in  Torrance  (CA),  has 
an  IBM  3090-400E  and  a 3090-600S  operating  under  MVS/XA. 

Regional  processing  centers  are  equipped  with  IBM  4341  computers 
operating  under  VS/1.  Other  processing  centers  are  equipped  with 
IBM  4331  computers  that  operate  under  DOS/VSE. 

Clients  access  CCH  Computax's  network  via  leased  lines, 

TYMNET,  or  a local  phone  call. 
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CCS  TECHNOLOGY  GROUP,  INC. 


The  Spectrum  Building 
900  Winderley  Place 


Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Chairman  & CEO:  Edward  F.  Hargroves 


Private  Corporation 
163 

$25,000,000* * 

1/31/93 


Maitland,  FL  32751 


Phone:  (407)660-0343 
Fax:  (407)  660-8235 


*INPUT  Estimate 


Key  Points 


• CCS  Technology  Group,  Inc.  (CCS)  provides  applications  software 
products  and  associated  support  services  for  revolving  credit 
processing  to  retail,  banking  and  finance,  utilities,  and  cooperative 
and  speciality  institutions  worldwide. 

• CCS  jointly  markets  its  software  with  IBM. 

• CCS  has  a strong  client  base  in  international  markets,  insulating  the 
company  to  some  extent  from  the  impact  of  the  economic  downturn 
in  the  U.S. 

■ INPUT  estimates  that  the  market  for  applications  software  for  the 
utilities  sector  to  have  a 13%  CAGR  through  1997  and  for  the 
banking  and  finance  sector  to  have  a 11%  CAGR.  Both  of  these 
sectors  are  high  growth  markets  for  CCS. 
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Company 

Description 


CCS  Technology  Group,  Inc.  provides  credit  card  and  revolving  credit 
software  systems  and  support  services  to  banks,  retailers,  finance 
companies,  and  utilities  worldwide.  Headquartered  in  Maitland  (FL), 
the  firm  was  founded  in  1981  as  Credit  Card  Software,  Inc. 

CCS  currently  markets  its  products  and  services  through  three 
subsidiaries,  as  follows: 

• Credit  Card  Software  Group,  Inc.,  the  firm's  principal  subsidiary, 
markets  the  CardPac  Transaction  Management  System,  VTSION21 
Credit  Portfolio  Management  System  and  Utilities  Collection 
Management  System.  Both  the  CardPac  and  VISION21  products 
incorporate  a total  quality  approach  to  cardholder  and  merchant 
service,  in  which  the  credit  management  system  is  designed  to  meet 
the  information  needs  and  management  reporting  requirements 
necessary  for  responsive  customer  service. 

• Revolving  Credit  Solutions,  Inc.  offers  turnkey  software  solutions  for 
clients  not  heavily  invested  in  data  processing  facilities. 

• Credit  Card  Software  International,  Ltd.  serves  banking,  finance, 
and  retail  clients  in  more  than  20  foreign  countries.  CCS 
International  provides  installation,  technical  support  and  software 
maintenance  to  clients  throughout  the  world  including  England, 
Ireland,  the  European  Community,  South  America,  and  the  Far 
East. 


Company 

History 


During  January  1989,  Serna  Group  PLC  of  London  acquired  exclusive 
rights  to  license  CardPac  in  the  UK,  Europe,  Scandinavia,  and  the 
North  Pacific  area.  CCS  retains  licensing  rights  for  CardPac  products 
within  the  U.S.  and  all  other  areas  of  the  world. 

• On  January  31,  1989,  CCS  announced  the  sale  of  its  banking  and 
revolving  credit  processing  facilities  in  Abilene  (TX)  to  Affiliated 
Computer  Systems  Financial  Services,  Inc.  (ACS/FS)  of  Dallas  for 
an  undisclosed  sum. 

• During  mid-1988,  CCS  formed  a joint  marketing  agreement  with 
Visa  International  whereby  Visa  members  may  license  CCS' 
specially  packaged  Transaction  Management  System  for  card 
processing  applications  at  prices  greatly  reduced  from  retail  market 
prices. 

- The  system  contains  CCS'  CardPac  Cardholder/Merchant 
Processing,  On-Line  Authorizations,  and  Memo  Tickler  Systems. 
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Financials 


Employees 


Key  Products  and 
Services 


- The  software  is  supported  by  CCS  in  the  U.S.  and  by  CCS. 
International  outside  the  country. 

In  February  1988,  CCS  signed  an  Industry  Application  Software 
agreement  with  IBM  to  jointly  market  CCS  software  with  IBM  4381 
and  9370  computers.  CCS  is  the  only  revolving  credit  processing 
vendor  to  have  such  an  agreement  with  IBM.  In  1992,  the 
agreement  with  IBM  was  expanded  to  a worldwide  agreement  with 
support  for  the  AS/400. 


INPUT  estimates  that  CCS'  fiscal  1993  revenue  will  be  approximately 
$25  million. 

CCS  projects  a 20%  growth  rate  for  fiscal  1994. 


As  of  December  16,  1992,  CCS  had  163  employees,  segmented  as 
follows: 


Marketing  and  sales 

19 

Customer  support 

57 

Research  and  development 

51 

Computer  operations 

11 

General  and  administrative 

25 

163 

Virtually  100%  of  CCS'  fiscal  1993  revenue  was  derived  from 
application  software  products  and  associated  support  services.  The 
company  currently  has  over  180  software  clients. 

CardPac  Transaction  Management  System: 

Though  the  Credit  Card  Software  Group,  CCS  markets  and  supports 
the  CardPac  Transaction  Management  System. 

• CardPac  is  an  integrated  family  of  revolving  credit  processing 
software  products  designed  to  support  in-house  bankcard  programs, 
such  as  VISA  and  MasterCard,  and  other  revolving  credit  programs 
for  financial  institutions.  The  products  run  on  IBM  mainframes. 

• Standard  applications  software  modules  of  the  CardPac  system 
include  the  following: 

- CardPac  Cardholder/Merchant  Processing  System 

CardPac  Credit  Decision  Management  and  Bureau  Access 
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- CardPac  Collection,  Tracking  and  Analysis 

- CardPac  On-line  Authorizations 

- CardPac  Customer  Service  Management  System 

- CardPac  Interchange  Tracking 

- CardPac  Portfolio  Analysis  & Reporting  System 

CardPac  also  makes  extensive  use  of  the  latest  table  and  parameter- 
driven  system  architecture,  allowing  users  to  design  their  own  products 
and  to  respond  quickly  to  changes  in  the  market  place. 

CardPac/400: 

CCS'  subsidiary  Revolving  Credit  Solutions  also  markets  and  supports 
an  IBM  AS/400  product  called  CardPac/400. 

• CardPac/400  is  an  in-house  solution  for  bankcard  portfolios 
currently  processed  by  a third  party  or  on  an  outdated  in-house 
system,  or  for  launching  a start-up  operation. 

• This  product  offers  banks  of  all  sizes  the  ability  to  compete  in  the 
bankcard  marketplace  by  taking  advantage  of  CardPac's  flexibility 
on  an  AS/400  platform. 

VISION21  Retail  Credit  Portfolio  Management  System: 

The  Credit  Card  Software  Group  also  markets  and  supports  the 
VISION21  Retail  Credit  Portfolio  Management  System,  a 
comprehensive  software  system  for  managing  retail  credit  card 
programs. 

The  application  modules  of  VISION21  parallel  those  of  CardPac, 
including: 

• VISION21  Credit  Decision  Management  and  Bureau  Access 
■ VISION21  Collection,  Tracking  and  Analysis 

• VISION21  Customer  Authorizations 

• VISION21  Retail  Management  System 

• VTSION21  Account  Service  Management  System 

• VISION21  Portfolio  Analysis  & Reporting  System 

• MarketPulse 

The  VISION21  Retail  Credit  Portfolio  Management  System  also  has 
key  features  designed  for  the  specific  needs  of  the  retail  environment, 
including  complete  merchant  settlement  software  and  features  such  as 
deferred  billing. 
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Clients 


With  VISION21,  the  user  can  make  changes  on-line,  without 
programming,  allowing  retailers  to  quickly  create  their  own  credit 
offering  and  special  marketing  promotions. 

Utilities  Collection  Management  System: 

CCS  markets  this  product  to  public  utilities  as  an  automated,  cost- 
effective  solution  for  customer  service  problems  and  financial  risk 
posed  by  collections  and  delinquent  accounts. 

Support  Services: 

CCS  support  services  include  conversion/installation,  training, 
documentation,  system  maintenance,  and  ongoing  24-hour  support. 

CCS  clients  may  become  members  of  the  CCS  EXTRA  User  Group,  a 
major  source  for  enhancement  recommendations. 

■ The  annual  EXTRA  Conference  draws  CCS  clients  from  financial, 
retail,  utilities,  and  other  industries  involved  in  revolving  credit 
processing. 

■ Attendees  have  the  opportunity  to  exchange  ideas,  hear  well-known 
speakers,  and  participate  in  workshops  on  CCS  products  and 
industry  trends.  Educational  sessions  on  the  uses  and  enhancements 
of  CCS  products  are  also  offered. 


CCS'  CardPac  clients  include: 

Royscott  Financial  Services,  National  Australia  Bank,  Ltd.  Household 
Bank,  Harris  Bank  Corp.,  The  Associated  Bancorp,  Bancomer, 

Barclays  Bank,  Bell  Cellular,  Canadian  Tire  Acceptance  Ltd.,  Chase 
Manhattan  Bank,  Chrysler  First,  Citibank  (Puerto  Rico,  Spain, 
Singapore,  Australia  and  Hong  Kong),  Diner's  Club,  First  Security 
Bank,  First  Union  National  Bank,  Girobank,  Royal  Trust  Co.,  SeaFirst 
National  Bank,  Standard  Chartered  Bank  (Hong  Kong,  Kuala  Lumpor 
and  Singapore),  Sumitomo  Bank  of  California,  The  Toronto  -Dominion 
Bank,  and  West  One  Bancorp. 

CardPac/400  clients  include: 

Lorain  National  Bank,  The  Mechanics  Bank,  The  Money  Store, 

Century  National  Bank  Ltd.,  and  The  State  Commercial  Bank  Ltd. 
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V1SION21  clients  include: 

Bencharge,  Boscov's  Department  Stores,  Carson  Pririe  Scott,  CATO 
Corp.,  MBNA  America,  Inc.,  Nordstrom,  PA  Bergner,  Sears  Payment 
Systems,  Talbots,  SSBA  America,  and  Whirlpool  Financial. 

CCS  Utilities  Collection  Management  System  clients  include: 

Atlantic  Electric  Company,  Baltimore  Gas  & Electric,  Florida  Power 
and  Light,  Iowa  Electric  Lights  and  Power  Company,  and  Minnegasco 
(Diversified  Energies,  Inc.),  Public  Service  Electric  and  Gas,  and 
Thames  Water  Utilities,  Ltd. 

Industry  Markets 

Approximately  65%  of  CCS'  fiscal  1993  revenue  was  derived  from 
retail,  utilities,  petroleum,  and  specialty  firms.  The  remaining  35%  was 
derived  from  the  banking  and  finance  industry. 

Geographic 

Markets 

Approximately  40%  of  CCS'  fiscal  1993  revenue  was  derived  from  the 
U.S.  and  60%  from  international  sources. 

CCS'  headquarters  is  in  Maitland  (FL). 

Serna  Group  PLC  of  London  has  exclusive  rights  to  license  CardPac  in 
the  U.K.,  Europe,  Scandinavia,  and  the  North  Pacific  area. 

Ferntree  Finance  System  represents  CCS  Technology  Group  in 
Australia. 

Computer 
Hardware  and 
Software 

CCS  has  five  IBM  mainframes  installed  at  its  data  center  in  Maitland 
for  research  and  development  and  customer  support. 

w> 
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CENTRAL  POINT  SOFTWARE 
INC. 

15220  N.W.  Greenbrier  Parkway 
Beaverton,  OR  97006 
(503)  690-8088 


Public  Corporation,  NASDAQ 
Total  Employees:  357  (3/92) 
Total  Revenue,  Fiscal  Year  End 
3/31/92:  $83,691,000 


Charles  M.  Boesenberg,  Chairman, 
President,  and  CEO 


The  Company 


Central  Point  Software,  Inc.,  founded  in  1982,  develops,  markets, 
and  supports  utility  software  for  IBM  PCs  and  compatibles  and 
Macintosh  personal  computers.  The  company's  premier  product, 
PC  Tools , was  introduced  in  1985. 

• The  products  provide  hard  disk  backup,  disk  diagnostics  and 
recovery,  file  management,  disk  optimization,  disk  caching, 
remote  computing,  personal  information  management,  and  virus 
detection,  removal,  and  prevention. 

• Central  Point's  products  are  designed  for  a range  of  PC  users, 
from  highly  technical  users  to  corporate,  small  business,  and 
home  users  who  may  have  limited  technical  expertise. 

Central  Point's  strategy  is  provide  utility  products  that  are  easy  to 
use,  offer  a high  degree  of  functionality  at  attractive  prices,  and 
feature  common  user  interfaces.  Key  elements  of  this  strategy 
include: 

• Broadening  its  customer  base  by  marketing  to  PC  users  with  a 
range  of  requirements  and  technical  expertise 

• Leveraging  core  technology 

• Focusing  on  popular  operating  environments 

• Strategic  acquisitions  of  products  and  technologies 

• Marketing  to  its  worldwide  installed  base 

• Expanding  distribution  channels 

• Increasing  its  international  sales  focus 
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During  fiscal  1991  and  1992,  Central  Point  entered  into  over  30 
agreements  by  which  technology  or  product  rights  were  licensed  or 
purchased.  Many  of  these  agreements  involved  the  acquisition  of 
development-stage  technology.  In  the  past,  Central  Point  was 
unable  to  incorporate  certain  acquired  technologies  into  its 
products.  During  fiscal  1992,  the  company  charged  off 
approximately  $2.2  million  to  reflect  the  reduction  in  the  net 
realizable  value  of  certain  products  and  product  rights  acquired 
during  1991  and  1990. 

In  March  1992,  Central  Point  acquired  Eikon  Systems,  Inc.  of 
Foster  City  (CA)  for  550,000  shares  of  Central  Point  common  stock 
valued  at  approximately  $4.7  million. 

• Eikon  develops,  designs,  and  markets  systems  and  utility 
software,  primarily  for  the  Windows  operating  environment. 

• Eikon  had  revenue  of  about  $2.8  million  and  net  income  of 
$212,000  for  calendar  1991.  Approximately  $1.8  million  (65%  of 
revenue)  was  derived  from  contract  services  and  license  fees 
fr.om  Central  Point. 

In  March  1992,  Central  Point  made  an  initial  public  offering  of  3.0 
million  shares  of  common  stock,  of  which  2.0  million  were  sold  by 
the  company  and  the  remainder  by  selling  stockholders.  Estimated 
net  proceeds  to  the  company  are  $21.8  million. 

Central  Point's  fiscal  1992  revenue  reached  $83.7  million,  a 56% 
increase  over  fiscal  1991  revenue  of  $53.8  million.  Net  income 
declined  from  $8.2  million  in  fiscal  1991  to  $1.1  million  in  fiscal 
1992.  A five-year  financial  summary  follows: 
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CENTRAL  POINT  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

• Percent  increase 

$83.7 

$53.8 

$26.1 

$18.4 

$18.6 

(decrease)  from 
previous  year 

56% 

106% 

42% 

(1%) 

N/A 

Income  before  taxes 
• Percent  increase 

$3.4 

(a) 

$12.5 

$7.2 

$4.5 

$4.2 

(decrease)  from 

previous  year 

(73%) 

73% 

60% 

7% 

N/A 

Net  income 

$1.1 

$8.2 

$4.3 

$2.7 

$3.3 

• Percent  increase 
(decrease)  from 
previous  year 

(86%) 

90% 

60% 

(19%) 

N/A 

Earnings  per  share 

$0.05 

$0.35 

$0.21 

$0.14 

$0.17 

• Percent  increase 
(decrease)  from 
previous  year 

(86%) 

67% 

50% 

(18%) 

N/A 

(a)  Includes  write-offs  of  $2.2  million  associated  with  certain  products  and  product  rights  acquired  in 
fiscal  1991  and  1990  and  $3.0  million  associated  with  the  acquisition  of  Eikon. 


Central  Point  management  attributes  fiscal  1992  results  to  the 

following: 

• Revenue  growth  was  attributed  to  the  introduction  of  new 
products  and  upgrades,  an  increase  in  the  number  of  units  sold, 
and  increases  in  average  selling  prices. 

• International  sales  rose  49%,  due  in  part  to  the  establishment  of 
sales  and  marketing  subsidiaries  in  the  U.K.  in  1990  and  in 
Germany  and  France  in  1991. 

• Pretax  income  decreased  primarily  due  to  a write-off  of  acquired 
research  and  development  of  approximately  $3.0  million  incurred 
in  connection  with  the  acquisition  of  Eikon,  costs  of 
approximately  $2.7  million  relating  to  the  development  and 
shipment  of  the  PC  Tools  7.1  maintenance  release  and  associated 
inventory  obsolescence,  and  costs  of  $2.2  million  to  reflect  a 
reduction  in  the  net  realizable  value  of  certain  products  and 
product  rights  acquired  in  fiscal  1990  and  1991. 
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Key  Products  and 
Services 


• Product  development  expenses  were  $13.6  million  (16%  of 
revenue)  in  fiscal  1992,  $6.5  million  (12%  of  revenue)  in  fiscal 
1991,  and  $2.3  million  (9%  of  revenue)  in  fiscal  1990. 

As  of  March  31,  1992,  Central  Point  had  357  full-time  employees 
worldwide,  segmented  as  follows: 


Sales  and  marketing  90 

Support  and  customer  service  79 

Product  development  99 

Manufacturing  56 

Finance  and  administration  33 


357 


Competitors  include  Symantec  Corporation  and  Fifth  Generation 
Systems. 


One  hundred  percent  of  Central  Point's  revenue  is  derived  from  its 
utility  software  products.  To  date,  more  than  90%  of  the 
company's  revenues  have  been  derived  from  DOS-compatible 
products. 

• Sales  of  PC  Tools  products  accounted  for  approximately  74%, 
86%,  and  78%  of  Central  Point's  total  revenues  for  fiscal  1992, 
1991,  and  1990,  respectively. 

• Sales  of  anti-virus  products  accounted  for  about  18%  of  revenues 
in  fiscal  1992. 


• The  company  currently  has  an  installed  base  of  over  one  million 
registered  users. 

PC  Tools  is  an  integrated  set  of  utilities  that  incorporates  tools  for 
hard  disk  backup,  disk  diagnosis  and  recovery,  file  management, 
disk  optimization,  disk  caching,  and  personal  information 
management  for  DOS  and  Windows  environments. 


PC  Tools  7.1,  the  current  version  of  PC  Tools,  offers  extensive 
Windows  and  LAN  support  and  more  than  20  major  utility 
functions. 


• The  current  retail  list  price  for  PC  Tools  is  $179. 

Central  Point  MacTools  is  a data  protection  utility  for  the 
Macintosh.  Its  current  list  price  is  $149. 
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Central  Point  Anti-Virus  and  Central  Point  Anti-Virus  for  Windows 
offered  advanced  versions  of  the  PC  virus  detection  capability  that 
is  included  in  PC  Tools,  as  well  as  the  removal  and  prevention 
capabilities,  for  DOS  Windows  and  LAN  environments. 

• Central  Point  Anti-Virus  for  Windows  was  introduced  in  March 
1992  and  supports  Windows  version  3.1. 

• The  retail  list  price  for  each  product  is  $129. 

• Central  Point  also  offers  a Virus  Protection  Service  Plan  that  is 
designed  to  address  new  viruses  as  they  are  discovered. 

Central  Point  Backup,  introduced  in  October  1990,  and  Central  Point 
Backup  for  Windows,  introduced  in  March  1992,  provide  the  hard 
disk  backup  function  sold  in  PC  Tools.  The  current  retail  list  price 
for  each  product  is  $129. 

Central  Point  Commute,  introduced  in  May  1991,  is  an  advanced 
version  of  the  remote-computing  utility  in  PC  Tools.  The  retail  list 
price  is  $129. 

Central  Point  Scrapbooks  for  Windows,  introduced  in  March  1992,  is 
a visual  data  storage  and  retrieval  utility  that  enables  users  to 
quickly  store,  locate,  view,  and  retrieve  images  of  pictures,  text, 
charts,  and  other  graphics.  The  product  retails  for  $120. 

Copy  II  PC  and  Copy  I!  Plus  allow  users  of  DOS  and  Apple  II  PCs 
to  create  archival  backups  of  most  copy-protected  software.  The 
retail  list  price  for  each  product  is  $39.95. 

Deluxe  Option  Board,  a half-size  card  for  IBM  PCs  and  compatibles, 
permits  users  to  read  and  write  Macintosh  disks  using  the 
computer's  internal  3.5-inch  disk  drive. 

Central  Point  provides  customer  service  and  technical  support 
through  a dedicated  telephone  staff,  an  automated  telephone  order 
entry  system,  facsimile,  mail,  and  CompuServe's  bulletin  board. 

• International  customer  service  and  technical  support, 
administered  in  the  U.K.,  includes  a toll-free,  multilingual 
telephone  hotline  covering  the  majority  of  European  countries. 

• Central  Point  provides  a 60-day,  money-back  guarantee  on  all  of 
its  products. 
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Industry  Markets 


Geographic 

Markets 


Central  Point's  products  are  designed  for  a range  of  PC  users,  from 
highly  technical  users  to  corporate,  small  business,  and  home  users 
who  may  have  limited  technical  expertise. 

To  date,  the  company's  products  have  been  sold  primarily  through 
distributors.  Over  the  past  several  years,  Central  Point  has 
implemented  strategies  designed  to  increase  sales  to  domestic 
corporate  and  government  resellers,  OEMs,  and  VARs,  and  to 
international  markets.  The  company  also  sells  products  directly  to 
registered  users.  Similar  distribution  strategies  are  pursued 
internationally. 

Central  Point  currently  sells  its  products  through  distributors, 
including  Merisel,  Ingram  Micro,  and  Computer  2000. 

• In  fiscal  1992,  sales  to  Ingram  Micro  represented  approximately 
10%  of  total  revenue  and  sales  to  Merisel  represented  abut  13% 
of  total  revenue. 

• In  fiscal  1991,  sales  to  Ingram  Micro  contributed  13%  to  total 
revenue  and  sales  to  Computer  2000  represented  10%  of  total 
revenue. 

Central  Point  also  sells  its  products  directly  to  selected  software 
specialty  chains  such  as  Egghead,  Software  Etc.  Stores,  and 
Babbages;  computer  superstores  such  as  CompUSA,  Computer 
City,  and  CompuAdd;  and  mail  order  outlets  such  as  PC 
Connection. 

Central  Point  has  entered  into  agreements  with  several  Fortune  500 
companies  for  site  licenses  as  well  as  a number  of  corporate  and 
government  resellers,  including  Egghead,  Corporate  Software, 
Software  Spectrum,  Softmart,  800-Software,  Government 
Technology  Services,  and  CompuAdd. 

OEM  clients  include  GCC  Corporation,  Iomega  Corporation, 
Storage  Dimensions,  Summit  Memory  Systems,  and  WangTek. 


Approximately  72%  of  Central  Point's  fiscal  1992  revenue  was 
derived  from  North  America  and  28%  from  international  sources. 
A three-year  geographic  source  of  revenue  summary  follows: 
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CENTRAL  POINT  SOFTWARE,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

North  America 

$63.9 

72% 

$40.5 

75% 

$19.9 

76% 

International 

19.8 

28% 

13.3 

25% 

6.2 

24% 

TOTAL 

$83.7 

100% 

$53.8 

100% 

$26.1 

100% 

U.S.  offices  are  in  Beaverton  (OR)  and  Foster  City  (CA). 

Sales  outside  of  the  U.S.  and  Canada  are  being  made  through  about 
30  international  distributors,  primarily  in  the  U.K.  and  Western 
Europe.  International  distributors  sell  to  retailers  and  directly  to 
end  users.  Central  Point  also  has  offices  in  the  U.K.,  France,  and 
Germany  to  support  international  sales. 
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Ceridian  Corporation 


Chairman, 

President  & CEO:  Lawrence  Perlman 
8100  34th  Avenue  South 
Minneapolis,  MN  55425 
Phone:  (612)  853-8100 

Fax:  (612)  853-5300 


Status:  Public 

Employees:  7,500  (12/94) 

Revenue:  $ 916,300,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Ceridian  Corporation,  known  as  Control  Data 
Corporation  until  June  1992,  has  been  significantly 
reshaped  through  divesting  or  discontinuing 
various  business  units  and  by  narrowing  and 
reorienting  the  focus  of  certain  of  its  continuing 
operations. 

• Asa  result  of  these  reshaping  efforts.  Ceridian  is 
now  comprised  of  two  business 

segments — Information  Services  (Employer 
Services  and  Arbitron)  and  Defense  Electronics 
(Computing  Devices  International) — and  operates 


with  approximately  one-fourth  the  revenue,  assets 
and  employees  employed  five  years  ago. 

• Ceridian  continues  to  invest  in  technology, 
acquisitions  and  process  improvements  to  enhance 
operating  performance  and  revenue  growth  in  each 
of  its  businesses. 

• Within  Employer  Services.  Ceridian  began  a 
rearchitecture  of  the  payroll  processing  system, 
acquired  a highly  automated  tax  filing  system 
through  the  purchase  of  Systems  Tax  Service,  Inc. 
and  expanded  its  sales  force.  In  December  1994, 
Ceridian  expanded  its  tax  filing  customer  base  with 
the  acquisition  of  Payroll  Tax  Management,  Inc. 

• During  mid- 1994.  Ceridian  acquired  Tesseract 
Corporation,  a provider  of  integrated  payroll, 
human  resource  and  benefits  administration 
systems.  Tesseract’s  payroll  software  will  be  the 
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core  of  Employer  Services’  new  payroll  system  and 
will  add  an  in-house  payroll  processing  option  for 
high-end  customers,  as  well  as  benefits,  claims, 
investment  and  retirement  plan  management 
applications. 

• In  early  1995,  Ceridian  announced  a series  of 
agreements  with  IBM  ISSC  under  which  ISSC  will 
provide  centralized  payroll  processing  services  for 
Employer  Services  as  part  of  Ceridian’s  progam  to 
consolidate  payroll  processing  from  a district  to  a 
centralized  level.  ISSC  and  Employer  Services 
will  also  remarket  certain  of  each  other’s  products 
and  services. 

• Most  recent  discontinued  operations  included  the 
Aribitron’s  unprofitable  syndicated  television  and 
cable  ratings  service  (December  1993)  and  the 
TeleMoney  Services  transaction  services  business 
(May  1994). 

Company  Description 

Ceridian  Corporation  provides  a range  of  products 
and  services  through  two  business 
segments — Information  Services  and  Defense 
Electronics. 

• The  Information  Services  segment  currently 
includes  the  following  operations: 

- Ceridian  Employer  Services  provides  payroll 
processing,  tax  tiling,  human  resources 
information  management  software,  consulting 
services  and  employee  assistance  programs  to 
more  than  20,000  customers  in  a range  of 
industries  and  markets. 

- The  Arbitron  Company  provides  radio  audience 
measurement  information  and  media  and 
marketing  information  to  broadcasters, 
advertising  agencies  and  advertisers.  During 
1994.  Arbitron  created  a NewMedia  unit  to 
explore  business  opportunities  in  the  cable, 
telecommunications,  direct  broadcast  satellite, 
on-line  and  related  markets. 


• The  Defense  Electronics  segment  currently  consists 
of  the  following  businesses: 

- Computing  Devices  International  develops, 
manufactures  and  markets  electronic  systems, 
subsystems  and  components  and  provides 
systems  integration  and  other  services  primariK 
to  government  defense  agencies. 

- Business  Information  Services  is  a small  unit 
within  Computing  Devices  that  provides  custom 
data  processing  applications  for  customers 
(primarily  the  U.S.  government)  and  delivers 
them  via  its  timesharing  network.  Prior  to 
January  1,  1994.  this  unit  reported  to  Information 
Services. 

Company  Strategy 

Employer  Services’  strategy  is  to  improve  its 

operating  margins  and  revenue  growth  by: 

• Investing  in  Technology — Employer  Services' 
existing  payroll  processing  and  payroll  tax  filing 
processes  incorporated  older  technology,  requiring 
significant  manual  processing  and  labor  intensive 
installation. 

- In  the  second  quarter  of  1993,  Employer  Services 
began  a multiyear  project  to  redesign  its  payroll 
processing  system  to  be  more  highly  automated, 
easier  to  install  and  maintain  and  with  greater 
flexibility. 

- The  acquisition  of  Systems  Tax  Service  in  1993 
provided  Employer  Services  with  a more  highly 
automated  tax  filing  system  and  has  replaced 
Employer  Services’  tax  filing  processing 
operations  in  Baltimore. 

- By  transferring  the  newly  acquired  payroll 
technology  of  Tesseract  into  Employer  Services' 
data  center  environment,  Ceridian  expects  to 
speed  up  the  development  cycle  of  its  new 
product/service  offerings.  Ceridian  plans  to 
introduce  a client/server  human  resource  (HR) 
system  for  large  customers  in  late  1995.  A 
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Windows-based  version  of  Employer  Services’ 
HR  software  is  expected  to  be  available  to 
midsized  customers  in  early  1995. 

- Other  actions  to  improve  Employer  Services’ 
technology  and  automation  included  the 
December  1992  acquisition  of  the  software 
applications  division  of  Revelation  Technologies. 
The  company  also  completed  the  conversion  of 
Employer  Services’  printing  operations  from 
impact  printers  to  laser  printers  in  1992, 
eliminating  the  need  to  carry  stock  and  forms. 

• Consolidating  Operations — In  conjunction  with 
the  development  of  a new  payroll  system. 

Employer  Services  plans  to  consolidate  its  district 
payroll  processing  centers,  as  evidenced  by  the 
services  agreement  formed  with  IBM  ISSC  in  early 
1995.  The  company  has  created  a national 
telephone  service  support  center  to  provide  a single 
point  of  contact  for  customer  inquiries  and 
continuing  local  district  support. 

• Increasing  Productivity  and  Size  of  Sales 
Force — Employer  Services  intends  to  orient  its 
sales  force  more  toward  medium  and  large 
employers  that  tend  to  purchase  a greater  variety  of 
services. 

• Expanding  Human  Resource  Offerings — Employer 
Services'  goal  is  to  identify  the  overall  human 
resource  information  management  needs  arising 
out  of  the  employment  relationship  and  address 
those  needs  through  a range  of  services,  including 
outsourcing,  software  applications  and  consulting. 

• Making  Strategic  Acquisitions — Employer  Services 
intends  to  seek  additional  strategic  acquisitions  that 
would  allow  it  either  to  increase  its  market 
penetration,  improve  its  technology  or  provide 
additional  products. 

Arbitron's  primary  strategy  is  to  maintain  its 

competitive  position,  increase  its  revenue  and 

strengthen  its  profitability  by: 


• Enhancing  Radio  Audience 
Measurement — Arbitron  intends  to  enhance  its 
radio  audience  measurement  service  so  as  to 
increase  the  value  of  the  service  to  customers  and 
maintain  a leading  market  share. 

• Introducing  Qualitative  Services — Arbitron  is  test 
marketing  a new,  locally  oriented  qualitative 
audience  research  service  whose  goal  is  to  provide 
a profile  of  the  broadcast  audience  in  terms  of  locai 
media,  retail  and  consumer  preferences  so  that 
local  broadcasters  will  have  information  to  help 
develop  targeted  sales  and  programming  strategies 
to  attract  a larger  share  of  the  marketing  dollars 
spent  by  local  advertisers. 

• Using  Cooperative  Arrangements — Arbitron 
intends  to  further  develop  its  capabilities  and 
technologies  through  alliances  and  licensing 
agreements  that  will  enable  it  to  gather,  analyze 
and  integrate  broadcasting,  product  purchasing  and 
advertising  data  from  various  sources  and  provide 
the  information  and  systems  that  broadcasters, 
advertising  agencies  and  advertisers  require  to 
market  their  products  more  effectively. 

Computing  Devices'  strategy  is  to  improve  its 

competitive  position  and  operating  margins  by: 

• Reducing  Operating  Costs — In  light  of  decreases  in 
defense  spending,  over-capacity  among  defense 
contractors  and  increased  price  sensitivity  from  its 
government  customers.  Computing  Devices 
believes  its  future  success  will  depend  in  large 
measure  on  becoming  a low  cost  provider  of 
products  and  services.  Toward  this  end,  the 
company  intends  to  reduce  overhead  and  increase 
productivity  through  consolidating  operations, 
increasing  the  level  of  automation  in  its  product 
and  development  facilities  and  providing  increased 
employee  training. 

• Focusing  in  Areas  of  Expertise — Computing 
Devices  intends  to  continue  to  pursue  tactical  (as 
opposed  to  strategic)  defense  programs  and  will 
use  technology  developed  through  both  internal 
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and  contract  research  and  development.  The 
company  believes  that  spending  on  tactical  systems 
will  not  be  reduced  to  the  same  extent  as  spending 
on  strategic  systems  and  that  greater  emphasis  will 
be  placed  on  weapons  sophistication,  electronics, 
surveillance  and  intelligence. 

• Emphasizing  Existing  Geographic 
Markets — Computing  Devices  intends  to  continue 
to  emphasize  specific  segments  of  the  North 
American  and  U.K.  defense  electronics  markets 
where  it  believes  significant  opportunities  exist, 
including  opportunities  to  upgrade,  enhance  and 
retrofit  existing  military  equipment. 


existing  products  and  services  in  response  to 
business  opportunities  in  other  worldwide  defense 
markets  and  in  civilian  and  civil  government 
markets.  The  company  may  establish  cooperative 
arrangements  with  other  companies  where  their 
expertise  or  familiarity  with  other  markets  would 
prove  beneficial. 

Financials 

Ceridian's  1994  revenue  reached  $916.3  million,  a 
3%  increase  over  1993  revenue  of  $886.1  million. 
Net  income  reached  $78.6  million,  compared  to  a net 
loss  of  $30.4  million  for  1993.  A four-year  financial 
summary  follows: 


• Leveraging  Existing  Products  for  New 
Applications — Computing  Devices  intends  to  adapt 


Ceridian  Corporation 
Four-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

Revenue 

• Percent  change  from 

$916.3 

$886.1 

$830.3 

$763.0 

previous  year 

3% 

7% 

9% 

N/A 

Income  (loss)  before  taxes 

$85.2 

$(18.2) 

(a) 

$(24.0) 

(a) 

$70.2 

(a) 

Earnings  (loss)  from  continuing 
operations 

$78.6 

$(22.0) 

$(29.1) 

$66.1 

Net  income  (loss) 

$78.6 

$(30.4) 

(b)(c) 

$(392.5) 

(c)(d) 

$(9.8) 

(b)(c) 

Earnings  (loss)  per  share  from 
continuing  operations 

$1.43 

$(0.52) 

$(0.69) 

$1.54 

Net  earnings  (loss)  per  share 

$1.43 

$(0.71) 

(b)(c) 

$(9.22) 

(c)(d) 

$(0.24) 

(b)(c) 

(a)  Includes  restructuring  losses  (gams)  of  $67.0  million  in  1993,  $76.2  million  in  1992  and  $(16  2 million)  in 
1991. 


(b)  Includes  extraordinary  losses  of  $8.4  million  ($0.19  per  share)  in  1993  and  $1.2  million  ($0.03  per  share)  in 
1991,  both  due  to  early  retirement  of  debt. 

(c)  Includes  losses  from  discontinued  operations  of  $321.6  million  ($7. 55  per  share)  in  1992  and  $74. 7 million 
($1.75  per  share)  in  1991. 

(d)  Includes  a $41.8  million  ($0.98  per  share)  charge  for  a change  in  the  method  of  accounting  for 
postretirement  health  care  benefits. 
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Results  from  continuing  operations  for  1993  included 
a fourth  quarter  net  restructuring  loss  of  $67.0 
million,  which  included  $75.9  million  in 
restructuring  charges  for  Information  Services,  $5.5 
million  in  charges  for  Computing  Devices,  partially 
offset  by  a net  gain  of  $14.4  million  related  to  a tax 
refund. 

• Information  Services’  charges  included  $57.0 
million  resulting  from  the  October  1993  decision  to 
discontinue  Arbitron’s  syndicated  television  and 
cable  ratings  service  and  $18.9  million  in  charges 
related  to  consolidating  Employer  Services’  payroll 
processing  activities  and  centralizing  customer 
service  operations. 

• The  restructuring  charges  recorded  by  Computing 
Devices  in  the  fourth  quarter  of  1993  related  to 
actions  taken  to  reduce  employment  levels  in  the 
U.S.  and  U.K.  consistent  with  its  objectives  to 
reduce  overhead. 

A public  offering  of  $236  million  of  preferred  stock 
in  late  1993  enabled  Ceridian  to  repay  approximately 
90%  of  its  debt. 

Revenue  Analysis  by  Product/Service 

A three-year  financial  summary  by  operating  unit 
appears  on  the  following  page.  Financials  prior  to 
1 994  have  been  restated  to  reflect  the  transfer  of 
responsibility  for  Ceridian's  Business  Information 
Services  operation  from  Information  Services  to 
Computing  Devices  effective  January  1,  1994. 

Employer  Services  experienced  a 30%  increase  in 
revenue  during  1994.  More  than  half  of  the  growth 
was  attributed  to  acquisitions,  most  significantly  the 
October  1993  acquisition  of  Systems  Tax  Service  tax 
tiling  business  and  the  June  1994  acquisition  of 
Tesseract  Corporation. 

• Apart  from  acquisitions.  Employer  Services’ 
revenue  increased  approximately  14%  from  1993 
to  1994.  primarily  reflecting  increased  payroll 


processing  revenue,  due  largely  to  new  customer 
installations  and  an  increased  year-end  1993 
retention  rate  for  existing  customers.  The  growth 
was  also  due  to  increased  revenue  from  payroll  tax 
tiling  fees  and  investment  income  due  large!\  to 
higher  percent  of  Employer  Services'  payroll 
processing  customers  also  using  its  tax  filing 
service. 

• Employer  Services’  revenue  growth  is  expected  to 
be  between  15%  and  20%  in  1995. 

Arbitron’s  revenue  declined  30%  during  1994  was 
due  primarily  to  the  discontinuance  of  its  television 
ratings  service,  which  had  provided  $44.9  million  of 
revenue  during  1993. 

• Also  contributing  to  the  decrease  was  the  year-end 
1993  transfer  of  most  of  Arbitron’s  commercial 
monitoring  revenue  to  its  Competitive  Media 
Reporting  (CMR)  joint  venture  with  VNU 
Business  Information  Services.  This  transfer, 
which  reduced  Arbitron's  1994  revenue  by  $13.8 
million,  resulted  from  an  agreement  to  shift 
marketing  and  sales  responsibility  for  commercial 
monitoring  services  provided  to  larger  advertising 
agencies  fromArbitron  to  CMR. 

• Partially  offseting  this  decrease  was  a revenue 
increase  of  approximately  7%  in  1994  in  the  other 
aspects  of  Arbitron's  business. 

• Ceridian  expects  the  continued  moderate  revenue 
growth  in  1995  in  Arbitron’s  radio  ratings  business 
will  be  augmented  by  revenue  from: 

- The  exchange  of  its  interest  in  the  CMR  joint 
venture  for  an  interest  in  VNU’s  Scarborough 
Research  Corporation  subsidiary,  which  produces 
the  Scarborough  Report 

- The  acquisition  of  MediaMaps  International,  a 
provider  of  a proprietary  marketing  analysis 
system 
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Ceridian  Corporation 

Three-Year  Financial  Summary  by  Operating  Unit 

($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Operating  Unit 

$ 

Percent 
of  Total 

$ 

Percent 
of  Total 

$ 

Percent 
of  Total  | 

Revenue 

Information  Services  Segment 
- Employer  Services 

$303.3 

33% 

$232.6 

26% 

$209.9 

25% 

- Arbitron 

121.3 

13% 

172.2 

20% 

178.3 

21% 

- Other  services  (a) 

5 A 

1% 

20.0 

2% 

20.5 

2% 

$430.0 

47% 

$424.8 

48% 

$408.7 

48% 

Defense  Electronics  Segment 
- Computing  Devices  International  (b) 

$486.3 

53% 

$461.3 

52% 

$412.4 

51% 

Other  (c) 

-- 

- 

— 

— 

$9.2 

1% 

Total  Revenue 

$916.3 

100% 

$886.1 

100% 

$830.3 

100% 

Earnings  (loss)  before  interest  and 
taxes 

Information  Services  (d) 

$58.6 

77% 

$(39.0) 

N/A 

$2.5 

N/A 

Defense  Electronics  (e) 

30.6 

40% 

21.5 

N/A 

19.7 

N/A 

Other  (f) 

~ 

(17%) 

7.4 

N/A 

(47.7) 

N/A 

Total  Earnings  (loss) 

$76.2 

100% 

$(10.1) 

- 

$(25.5) 

- 

'in  1994. 


(b)  Includes  the  operations  of  Business  Information  Services  (transferred  from  Information  Services). 

(c)  Includes  revenue  from  the  Benefits  Services  division  of  Employer  Services,  which  was  sold  during  1992. 

(d)  Includes  restructuring  losses  of  $75.9  million  in  1993  and  $30.9  million  in  1992. 

(e)  Includes  restructuring  losses  of  $5.5  million  in  1993,  $1.1  million  in  1992  and  $1.3  million  in  1991. 

(f)  Includes  gains  of  $14.4  million  in  1 993  and  restructuring  losses  of  $44. 2 million  in  1 992. 


Computing  Devices'  revenue  increased  more  than 
5%  during  1994. 

• Constraining  the  revenue  increase  were  the  near 
completion  at  year-end  1993  of  a contract  to 
manufacture  equipment  for  Control  Data  Systems 
andthe  July  1993  sale  of  the  Barrios  Technology 
systems  integration  subsidiary,  activities  which 


together  provided  $29.6  million  more  revenue  in 
1993  than  in  1994. 

• Apart  from  these  items.  Computing  Devices'  1994 
revenue  increased  nearly  13%  over  1993.  About 
90%  of  the  increase  was  due  to  a $49.9  million 
increase  in  revenue  from  the  Iris  contract  to 
provide  a communications  system  to  the  Canadian 
defense  department. 
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• Computing  Devices'  ongoing  U.S.  operations  also 
reported  an  increase  in  revenue  of  nearly  7%  from 
1993  to  1994. 

Interim  Results 

Revenue  for  the  three  months  ending  March  31,  1995 
reached  $257.8  million,  a 1 6%  increase  over  $22 1 .3 
million  for  the  same  period  in  1994.  Net  earnings 
reached  $28.4  million,  a 28%  increase  over  $22.2 
million  for  the  same  period  a year  ago. 

• Revenue  from  Employer  Services  was  $100.4 
million,  compared  to  $77.5  million  for  the  prior 
year’s  period. 

• Revenue  from  Arbitron  was  $28.2  milion, 
compared  to  $28.3  million  for  the  same  period  in 
1994. 

• Revenue  from  Computing  Devices  was  $129.2 
million,  compared  to  $1  10.9  million  for  the  same 
period  a year  ago. 

• Net  earnings  increased  due  to  improvements  in 
gross  margins  for  both  the  Information  Services 
and  Defense  Electronics  segments. 

Market  Financials 

Approximately  52%  ofCeridian's  1994  revenue  was 
derived  from  various  government  entities  (domestic 
and  foreign),  33%  from  various 
employers/businesses,  13%  from  the  media  and  the 
remainder  from  banks  and  merchants. 


Revenue  from  sales  under  prime  contracts  or 
subcontracts  to  the  U.S.  government  were  $226 
million  (25%  of  revenue)  in  1994.  $232  million  (26% 
of  revenue)  in  1993  and  $239  million  (29%  of 
revenue)  in  1992,  substantially  all  of  which  are 
reported  in  the  Defense  Electronics  business 
segment. 

Revenue  from  sales  to  the  Canadian  government 
were  approximately  $173  million  (19%  of  revenue) 
in  1994,  $137  million  (15%  of  revenue)in  1993  and 
$95  million  ( 1 1 % of  revenue)  in  1 992,  substantially 
all  of  which  are  reported  in  the  Defense  Electronics 
business  segment.  Of  the  sales  to  the  Canadian 
government,  $154  million  in  1994,  $105  million  in 
1993  and  $69  million  in  1992  were  from  the  Iris 
contract. 

Geographic  Markets 

Approximately  72%  ot  Ceridian’s  1994  revenue  was 
derived  from  the  U.S.  and  28%  from  international 
sources. 

Virtually  100%  of  international  sales  were  attributed 
to  Computing  Devices  International’s  defense 
electronics  operations  primarily  in  Canada  and  the 
U.K. 

A three-year  summary  of  geographic  sources  of 
revenue  appears  on  the  following  page. 
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Ceridian  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$658.2 

72% 

$670.2 

76% 

$663.5 

80% 

International 

258.1 

28% 

215.9 

24% 

166.8 

20% 

Total 

$916.3 

100% 

$886.1 

100% 

$830.3 

100% 

Acquisitions 

In  December  1994,  Ceridian  purchased  the  assets 
of  two  companies — Human  Effectiveness  Inc. 
(HEI),  a Chicago-based  employee  assistance 
provider  and  Payroll  Tax  Management,  Inc.  (PTM), 
a payroll  tax  filing  operation  based  in  Glendale 
(CA) — in  order  to  build  Ceridian  Employer 
Services’  customer  base. 

• The  HEI  transaction  expands  the  presence  of 
Ceridian  Employer  Services’  EAR  employee 
assistance  program  in  several  major  regional 
markets.  HEI  generated  approximately  $1 
million  in  revenue  in  1994. 

• PTM’s  tax  filing  customers  will  be  transitioned 
to  Ceridian’s  Employer  Services’  Systems  Tax 
Service  unit.  PTM  had  revenue  of  $3.8  million 
in  fiscal  1994. 

In  December  1994,  Ceridian  acquired  the  assets  of 
MediaMaps  International  (know  known  as  Media 
Marketing  Technologies)  which  provides  Arbitron 
with  a proprietary  integrated  database  marketing 
system  for  radio  station  marketing  and  promotion 
that  creates  block  group-coded  databases  of  radio 
listeners  and  provides  segmentation  analyses  and 
map  displays  of  key  listener  segments. 

In  December  1994,  Computing  Devices 
complemented  its  imaging  capabilities  through  the 


acquisition  of  Paragon  Imaging,  Inc.,  a provider  of 
imaging  software  to  U.S.  defense  department 
intelligence  agencies  and  service  commands,  which 
emphasizes  commercial  off-the-shelf  technology. 
Paragon  had  1994  revenue  of  $4.2  million. 

On  October  3 1,  1994,  Ceridian  acquired  User 
Technology  Services,  Inc.(Usertech),  a 
Connecticut-based  provider  of  training  services. 

• Usertech.  with  62  employees  and  revenue  of 
approximately  $4.4  million  for  the  fiscal  year 
ending  October  3 1,  1994,  provides  services  that 
help  customers'  employees  acquire  the  expertise 
they  need  to  maximize  the  value  of  new 
information  systems.  It  also  provides 
communications  to  employees  to  introduce  new 
technology,  education  and  training,  user 
procedures  and  workflow  documentation  and  on- 
line performance  support. 

• Usertech  operates  throughout  the  U.S.  from 
offices  in  Connecticut,  Georgia,  Illinois  and  New 
Jersey. 

• Usertech  operates  as  a wholly  owned  subsidiary 
of  Ceridian  within  Employer  Services. 

In  June  1994,  Ceridian  acquired  Tesseract 
Corporation  of  San  Francisco  for  approximately 
$60  million. 
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• Tesseract,  with  approximately  200  employees 
and  1993  revenue  of  $28.9  million,  provides 
advanced,  integrated  payroll,  human  resource  and 
benefits  administration  software  products  and 
professional  services  for  IBM  cooperative 
environments,  supporting  mainframe, 
client/server  and  distributed  platforms. 

• Tesseract  serves  more  than  150  customers 
ranging  in  size  from  1,000  to  500,000  employees. 

• Tesseract  operates  as  a wholly  owned  subsidiary 
of  Ceridian  within  Employer  Services. 

In  October  1993,  Ceridian  purchased  Systems  Tax 
Service,  Inc.  (STS)  of  Fountain  Valley  (CA)  for 
approximately  one  million  shares  of  Ceridian 
common  stock. 

• STS,  with  1993  revenue  of  about  $1 8.5  million, 
is  a payroll  tax  filing  processor  with  a highly 
automated  tax  filing  system. 

• The  operations  of  STS  have  been  merged  into 
Employer  Services. 

Investments 

In  January  1995,  Ceridian  obtained  a minority 
equity  investment  in  Key  Idea  Development.  LLC, 
which  is  developing  a lightweight,  voice-activated 
wearable  computer.  In  connection  with  the 
investment,  Ceridian  obtained  an  exclusive  license 
to  develop  military  applications  for  this  computer. 

In  December  1994,  Ceridian  exchanged  its  interest 
in  the  Competitive  Media  Reporting  (CMR)  joint 
enture  with  VNU  Business  Information  Services. 
Inc.  for  an  interest  in  the  business  of  VNU’s 
Scarborough  Research  Corporation  subsidiary 
which  produces  the  Scarborough  Report  that 
provides  qualitative  information  regarding 
product/service  usage  and  media  usage  in  58  major 
U.S.  markets.  Arbitron  has  the  exclusie  right  to 
market  the  Scarborough  Report  to  radio 
broadcasters  and  calbe  systems. 


In  the  second  quarter  of  1 994.  Arbitron  obtained  a 
minority  equity  interest  in  Adcom  Information 
Services,  Inc.,  which  is  developing  hardware  and 
software  technology  to  provide  electronic 
measurement  systems  to  the  cable  industrv 

Divestitures 

Ceridian’s  results  over  the  past  five  years  have 
been  significantly  affected  by  the  performance  and 
subsequent  sale,  spin-off  or  closing  of  a number  of 
its  businesses.  Recent  divestitures  include  the 
following: 

• In  May  1994,  Ceridian  sold  its  TeleMoney 
Services  unit  and  related  network  and  computer 
center  operations  to  First  Data  Resources,  Inc. 
and  received  net  cash  proceeds  of  $24.3  million. 

- TeleMoney  Services  provides  network-based 
transaction  services,  credit  and  debit  card 
authorization  and  check  verification  primarily 
to  banks  and  merchants. 

- TeleMoney  generated  about  $20  million  in 
revenue  during  1993. 

• Effective  December  1993,  Ceridian  discontinued 
Arbitron's  syndicated  television  and  cable  rating 
service  and  terminated  about  700  employees. 
Through  this  service,  Arbitron  had  provided  local 
market  television  and  cable  audience 
measurement  information  gathered  electronically 
and  through  written  diaries.  This  service 
provided  approximately  26%  ($44.8  million)  of 
Arbitron’s  1993  revenue. 

• In  past  years,  Ceridian  invested  in  limited 
partnerships  formed  to  construct  and  operate 
Business  and  Technology  Centers  (BTCs).  In 
February  1994,  Ceridian  disposed  of  its  interest 
in  the  remaining  five  partnerships,  as  well  as  the 
remaining  BTC  it  owned. 

Employees 

As  of  December  31,  1994,  Ceridian  had 
approximately  7,500  full-time  and  part-time 
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employees.  The  company  currently  has 
approximately  7,400  full-time  employees, 
segmented  as  follows: 


Employer  Services 3,300 

Arbitron 900 

Computing  Devices  Int’l 3,100 

Corporate  and  other 1QQ 

7,400 


Key  Products  and  Services 

Ceridian  provides  a range  of  processing  services, 
applications  software  products  and  integration 
services  through  the  following  business  units: 

Ceridian  Employer  Services 

Employer  Services  offers  a range  of  payroll 
processing,  payroll  tax  filing,  human  resource 
information  systems,  consulting  services  and 
employee  assistance  programs.  During  1994,  more 
than  82%  of  Employer  Services’  revenue  was 
derived  fr.om  payroll  processing  and  payroll  tax 
filing  services. 

Payroll  processing  consists  primarily  of  preparing 
and  furnishing  employee  payroll  checks,  direct 
deposit  advices  and  supporting  journals,  summaries 
and  other  reports. 

• Payroll  processing  is  currently  conducted  at 
district  offices  located  throughout  the  U.S.,  all  of 
which  are  linked  in  a nationwide  network. 

• Employer  Services'  payroll  processing  system 
allows  customers  to  input  their  own  payroll  data 
via  PCs,  transmit  the  data  on-line  to  Employer 
Services  for  processing,  retrieve  reports  and  data 
files  from  Employer  Services  and  print  reports 
and,  in  certain  instances,  payroll  checks  or  direct 
deposit  advices  on-site. 

• Customers  can  also  input  payroll  data  by 
telephone  or  batch  transmittal,  with  payroll 
checks  and  related  reports  prepared  by  Employer 
Services  at  one  of  its  district  processing  centers. 


• Employer  Services'  payroll  system  also 
interfaces  with  both  customer  and  third-party 
transaction  processing  systems  to  facilitate 
services  such  as  direct  deposit  of  payroll  checks. 

• Through  its  Minidata  Services,  Inc.  subsidiary. 
Employer  Services  provides  payroll  services  to 
customers  in  the  mid-Atlantic  states  with  fewer 
than  100  employees. 

• Tesseract  services  more  than  130  customers  with 
more  than  5,000  employees. 

Payroll  tax  filing  services  consist  primarily  of 
processing  federal,  state  and  local  withholding 
taxes  on  behalf  of  employers  and  remitting  such 
taxes  to  the  appropriate  taxing  authorities. 

Employer  Services'  human  resource  information 
system  provides  applications  software  to  customers 
for  managing  their  payroll  and  human  resource 
information  databases. 

Employer  Services’  employee  assistance  service 
provides  confidential,  around-the-clock  assessment 
and  referral  services  to  customers'  employees  to 
help  them  address  legal  and  financial  problems, 
substance  abuse,  child  care,  elder  care  and  other 
personal  problems. 

Payroll-related  services  are  typically  priced  on  a 
fee-per-item  processed  basis.  Employer  Services 
also  derives  a portion  of  its  payroll  tax  filing 
revenue  from  interest  income  it  receives  on  tax 
filing  deposits  temporarily  held  pending  remittance 
on  behalf  of  customers  to  taxing  authorities.  Hence 
these  revenues  vary  as  a result  of  changes  in 
interest  rates. 

Employer  Services  has  approximately  36,000 
contracts  with  approximately  25,000  different 
customers. 
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Arbitron 

Arbitron  estimates  audience  size  and  demographics 
in  the  U.S.  for  local  radio  stations,  and  reports  this 
and  related  data  to  its  customers.  The  information 
is  used  by  radio  stations  to  price  and  sell 
advertising  time  and  by  advertising  agencies  and 
large  corporate  advertisers  in  purchasing 
advertising  time. 

• Arbitron  uses  listener  diaries  to  gather  radio 
listener  data  from  sample  households  in  261  local 
markets  for  which  it  currently  provides  radio 
ratings.  Respondents  mail  the  diaries  to 
Arbitron’s  processing  center  in  Laurel  (MD) 
where  Arbitron  compiles  periodic  audience 
measurement  estimates. 

• Arbitron  also  provides  software  applications  and 
analytical  services  to  assist  subscribers  in 
understanding  and  using  this  data.  Arbitron  is 
developing  appliations  that  will  enable  customers 
to  link  information  provided  by  Arbitron’s 
database  with  information  from  other  databases 
(such  as  product  purchase  behavior)  to  enable 
customers  to  further  refine  sales  strategies. 

• MaximiSer  is  a PC  application  that  gives  radio 
broadcasters  and  advertising  agencies  access  to 
Arbitron’s  database. 

• This  radio  audience  measurement  service 
accounted  for  slightly  less  than  90%  of 
Arbitron's  revenue  during  1994. 

• Arbitron  supplies  these  services  to  approximately 
2,500  radio  stations  and  2.200  advertising 
agencies  nationwide. 

• Contracts  with  customers  vary  in  length  from  one 
to  seven  years. 

Arbitron  is  exploring  opportunities  to  expand  its 
information  service  offerings  to  the  radio  industry 
in  the  areas  of  marketing  and  promotion  systems 
and  systems  to  provide  perceptual  data  for 


programmers.  The  acquisition  of  Media  Marketing 
Technologies,  furthers  the  company's  efforts  in  this 
area. 

New  services  available  from  Arbitron  include  the 
following: 

• In  an  effort  provide  services  and  technology  to 
link  audience  measurement  data  with  product 
purchasing  data  to  enhance  product  marketing  in 
the  broadcast  and  cable  industries,  Arbitorn  has 
exchanged  its  interest  in  CMR  for  an  interest  in 
the  Scarborough  Report,  which  provides 
qualitative  information  regarding  product/service 
usage  and  media  usage  in  58  major  U.S.  markets. 
Arbitron  has  the  exclusive  right  to  market  the 
Scarborough  Report  to  radio  broadcaster  and 
cable  systems. 

• LocalMotion  service  tracks  radio,  cable  TV  and 
newspaper  ratings  information  and  links  it  to 
detailed  data  about  customers’  lifestyle  and 
product  purchase  behavior,  helping  stations 
prove  to  retailers  how  their  respective  consumer 
profiles  match  up.  The  information  is  available 
through  a proprietary,  respondent-level  PC 
application. 

• Cable  Viewers'  Shopping  Survey  is  a customized 
service  that  allows  cable  systems  to  examine  who 
among  their  audience  is  shopping  at  a prospect's 
(or  competitor's)  store;  create  cable  network 
packages  that  reach  prospects’  customers; 
analyze  how  a detailed  profile  of  their  cable 
audience  matches  prospects'  customers;  and 
compare  cable  viewing  to  newspaper  readership 
in  the  local  market. 

• Arbitron’s  survey  analysis  service  provides  cable 
customers  with  local  rating,  share  and  audience 
distribution  data  for  individual  programs  and  for 
specific  blocks  of  the  day  or  across  days  of  the 
week. 
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Computing  Devices  International 

Computing  Devices  International  develops, 
manufactures  and  markets  electronic  systems, 
subsystems  and  components  and  provides  systems 
integration  and  other  services,  primarily  to 
government  defense  agencies. 

Computing  Devices’  products  and  services  feature 
its  capabilities  in  signal  processing,  digital  image 
manipulation,  “ruggedized”  subsystems  for  harsh 
environments  and  real-time  software  systems. 

• These  products  and  services  are  produced 
primarily  through  its  operations  in  the  U.S.  and 
Canada,with  only  a small  portion  produced  in  the 
U.K. 

• A majority  of  revenue  is  from  products  and 
services  related  to  avionics  systems,  including 
the  AN/AYK-14  standard  Navy  airborne  mission 
computer  systems;  communications  systems, 
including  the  Iris  tactical  command,  control  and 
communications  system  for  the  Canadian  armed 
forces;  and  intelligence  and  surveillance  systems, 
including  advanced  parallel  processing, 
reconnaissance  systems  and  imaging  software. 

• The  remainder  of  revenue  comes  from  products 
and  services  related  to  shipboard  subsystems, 
anti-submarine  warfare  subsystems,  ground 
subsystems,  space  processing,  display 
subsystems  and  tactical  reconnaissance  systems. 

• Approximately  81%  of  1994  revenue  came  from 
government  contracts  that  were  fixed  price 
contracts,  including  the  Iris  contract. 

• Approximately  46%  of  Computing  Devices' 

1994  revenue  came  from  contracts  with  the 
U.S. government  or  with  prime  contractors  to  the 
U.S.  government  and  36%  of  1994  revenue  was 
derived  from  contracts  with  the  Canadian 
government  or  with  prime  contractors  to  the 
Canadian  government. 


• Approximately  53%  ($258  million)  of 
Computing  Devices'  1994  revenue  was  from 
international  sales. 

Contract  examples  include  the  following; 

• Awarded  in  1991,  the  Iris  contract  will 
modernize  the  tactical  command,  control  and 
communications  system  used  by  the  Canadian 
armed  forces  in  defense  and  peacekeeping 
situations.  Computing  Devices  recorded  revenue 
of  $154  million,  $105  million  and  $69  million  in 
1994,  1993  and  1992,  respectively,  from  this 
contract.  This  contract  has  a remaining  term  of 
approximately  six  years  and  at  the  end  of  1994 
had  estimated  total  remaining  revenue  of 
approximately  $75 1 million  over  the  life  of  the 
contract. 

• During  1993,  Computing  Devices  was  awarded  a 
$138  million  contract  from  General  Motors 
Diesel  Division  to  supply  the  surveillance  system 
for  Canada’s  new  light  armored  vehicle. 

• The  company  has  been  awarded  several 
production  contracts  from  Grumman  Melbourne 
Systems  tor  programmable  signal  processors  and 
disk  drive  data  storage  units  for  the  Joint  STARS 
program. 

Clients 

Clients,  segmented  by  operating  unit,  include  the 

following; 

• Employer  Services — Unisys  Corporation,  Toys  R 
Us,  National  Semiconductor  Corporation 

• Arbitron — CBS,  ABC  Cap  Cities,  Infinity 
Broadcasting 

• Computing  Devices  International — Canadian 
Armed  Forces,  U.S.  Navy,  U.S.  Air  Force.  U.S. 
Army,  General  Motors  Diesel  Division,  Royal 
Air  Force,  McDonnell  Douglas  Aerospace 
Company,  Grumman  Melbourne  Systems,  Bell 
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Helicopter  Textron/Boeing  Helicopters,  Samsung 
Electronics,  Hughes  Missile  Systems  Company 

Marketing  and  Sales 

Employer  Services  markets  its  services  through  a 
direct  sales  force  operating  through  more  than  35 
district  offices.  As  of  December  3 1,  1994, 
Employer  Services  had  an  estimated  365 
salespeople  compared  to  approximately  380  sales 
people  as  of  December  3 1,  1993. 

• Employer  Services  has  also  established 
marketing  relationships  with  a number  of  banks 
and  accounting  firms. 

• Employer  Services  markets  its  services  by 
identifying  customers  that  use  or  are 
contemplating  using  a third-party  service 
provider.  The  most  significant  source  of 
customer  leads  are  referrals  from  existing 
customers  and  banks  and  accounting  firms  with 
which  it  has  relationships. 

Arbitron  markets  its  products  and  services  through 
a direct  sales  force  operating  in  six  cities  around 
the  U.S. 

Computing  Devices  markets  its  products  and 
services  through  a direct  sales  force  operating 
through  sales  offices  located  in  the  U.S.,  Canada, 
the  U.K.  and  France. 

• Sales  of  products  and  services  are  made 
principally  through  competitive  proposals  in 
response  to  requests  for  bids  from  government 
agencies  and  prime  contractors. 

• In  addition.  Computing  Devices  has  independent 
sales  agents  who  represent  Computing  Devices' 
products  and  services  in  a number  of  European 
and  Asian  markets. 

Alliances 

Employer  Services  has  a partnership  with  Advisory 
Communications  Systems.  Inc.  (ACS)  to  jointly 


market  ACS'  LawPhone  legal  services  for  small 
businesses. 

Arbitron  has  a minority  investment  in  Adcom 
Information  Services,  a California-based  cable 
research  company  developing  an  audience 
measurement  service  designed  for  local  cable 
operators. 

Ceridian/Arbitron  has  a joint  venture 
partnership — Competitive  Media  Reporting — with 
VNU  Business  Information  Services,  Inc.  whereb\ 
Competitive  Media  Reporting  compiles 
information  regarding  advertising  expenditures, 
copies  commercials,  compiles  video  clips  of  news 
events  and  tracks  space  and  estimated  cost  of 
advertisements  in  newspapers,  magazines  and  other 
print  media. 

Competitors 

Employer  Services’  primary  competitors  in  the 
payroll  processing  market  are  Automatic  Data 
Processing  (ADP)  and  Paychex. 

Arbitron  does  not  currently  have  any  major 
competitors  for  its  radio  audience  measurement 
services.  Arbitron  competes  with  providers  of 
other  forms  of  research  used  by  broadcasters, 
advertising  agencies  and  advertisers. 

Computing  Devices  major  competitors  include  E- 
Systems,  Inc.,  Loral  Corporation  and  Hughes 
Electronics  (General  Motors). 
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Ceridian  Employer  Services 


President:  Patrick  C.  Sommers 

8100  34th  Avenue  South 
Minneapolis,  MN  55425-1640 
Phone:  (800)  729-7655 

Fax:  (612)  853-8386 


Status:  Operating  Unit 

Parent:  Ceridian  Corporation 

Employees:  3,300(12/94) 

Revenue:  $ 303,300,000 

Fiscal  Year  End: 12/31/94 

Key  Points 

• Ceridian  has  clarified  and  repositioned  the 
strategies  of  each  of  its  businesses  and  continues  to 
invest  in  technology,  acquisitions  and  process 
improvements  to  enhance  operating  performance 
and  revenue  growth. 

• Employer  Services  has  begun  a rearchitecture  of  its 
payroll  processing  system,  acquired  a highly 
automated  tax  filing  system  through  the  purchase 
of  Systems  Tax  Service,  Inc.  and  expanded  its  sales 
force.  In  December  1994,  Ceridian  expanded  its 
tax  filing  customer  base  with  the  acquisition  of 
Payroll  Tax  Management,  Inc. 


• During  mid-1994,  Ceridian  acquired  Tesseract 
Corporation,  a provider  of  integrated  payroll, 
human  resource  and  benefits  administration 
systems.  Tesseracf  s payroll  software  will  be  the 
core  of  Employer  Services’  new  payroll  system  and 
adds  an  in-house  payroll  processing  option  for 
high-end  customers,  as  well  as  benefits,  claims, 
investment  and  retirement  plan  management 
applications. 

• In  early  1995,  Ceridian  announced  a series  of 
agreements  with  IBM  ISSC  under  which  ISSC  will 
provide  centralized  payroll  processing  services  for 
Employer  Services  as  part  of  Ceridian’s  program  to 
consolidate  payroll  processing  from  a district  to  a 
centralized  level.  ISSC  and  Employer  Services 
will  also  remarket  certain  of  each  other’s  products 
and  services. 

• During  the  fourth  quarter  of  1994,  Employer 
Services  also  expanded  its  operations  with  the 
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acquisitions  of  training  services  provider — User 
Technology  Services — and  employee  assistance 
services  provider — Human  Effectiveness,  Inc. 

Company  Description 

Ceridian  Employer  Services  provides  payroll 
processing,  tax  filing,  human  resources  information 
management  software,  consulting  services  and 
employee  assistance  programs  to  more  than  25,000 
different  customers  from  a range  of  industries  and 
markets. 

Company  Strategy 

Employer  Services’  strategy  is  to  improve  its 
operating  margins  and  revenue  growth  by: 

• Investing  in  Technology — Employer  Services’ 
existing  payroll  processing  and  payroll  tax  filing 
processes  incorporated  older  technology,  requiring 
significant  manual  processing  and  labor  intensive 
installation. 

- In  the  second  quarter  of  1993,  Employer  Services 
began  a multiyear  project  to  redesign  its  payroll 
processing  system  to  be  more  highly  automated, 
easier  to  install  and  maintain  and  have  greater 
flexibility. 

- The  acquisition  of  Systems  Tax  Service  in  1993 
provided  Employer  Services  with  a more  highly 
automated  tax  filing  system  and  has  replaced 
Employer  Services'  tax  filing  processing 
operations  in  Baltimore. 

- By  transferring  the  newly  acquired  payroll  and 
human  resource  technology  of  Tesseract  into 
Employer  Services'  data  center  environment, 
Ceridian  expects  to  speed  up  the  development 
cycle  of  its  new  product/service  offerings. 
Ceridian  plans  to  introduce  a client/server  human 
resource  (HR)  system  for  large  customers  and  a 
client/server  integrated  HR/payroll  system  for 
large  and  midsized  customers  by  late  1995. 

During  1995,  Employer  Services  plans  to 


introduce  the  Integrated  HR/Payroll  System  for 
Windows,  a seamless  HR/payroll  system  for 
Windows  based  on  Tesseract's  payroll  software. 

- Other  actions  to  improve  Employer  Services' 
technology  and  automation  included  the 
December  1992  acquisition  of  the  software 
applications  division  of  Revelation  Technologies. 
The  company  also  completed  the  conversion  of 
Employer  Services'  printing  operations  from 
impact  printers  to  laser  printers  in  1992, 
eliminating  the  need  to  carry  stock  and  forms. 

• Consolidating  Operations — Employer  Services  is 
consolidating  its  district  payroll  processing  centers 
(as  evidenced  by  its  recent  services  agreement  with 
IBM  ISSC)  and  has  created  a national  telephone 
service  support  center  to  provide  a single  point  of 
contact  for  customer  inquiries. 

• Increasing  Productivity  of  Sales  Force — Employer 
Services  intends  to  orient  its  sales  force  more 
toward  medium  and  large  employers  that  tend  to 
purchase  a greater  variety  of  services.  For  small 
employers.  Employer  Services  is  evaluating 
expanding  the  Minidata  payroll  processing  system 
into  additional  markets. 

• Expanding  Human  Resource  Offerings — Employer 
Services’  goal  is  to  identify  the  overall  human 
resource  information  management  needs  arising 
out  of  the  employment  relationship  and  address 
those  needs  through  a range  of  services,  including 
outsourcing,  software  applications  and  consulting. 

• Making  Strategic  Acquisitions — Employer  Services 
intends  to  seek  additional  strategic  acquisitions  that 
would  allow  it  either  to  increase  its  market 
penetration,  increase  its  technology  or  provide 
additional  products. 

Financials 

Employer  Services’  1994  revenue  reached  $303.3 

million,  a 30%  increase  over  1993  revenue  of  $232.6 

million.  A three-year  revenue  summary  follows: 
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Ceridian  Employer  Services 
Three-Year  Revenue  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

Revenue 

$303.3 

$232.6 

$209.9 

• Percent  change  from 

previous  year 

30% 

11% 

10% 

More  than  half  of  Employer  Services’  revenue 
growth  during  1994  was  attributed  to  acquisitions, 
most  significantly  the  October  1993  acquisition  of 
Systems  Tax  Service  tax  filing  business  and  the  June 
1994  acquisition  of  Tesseract  Corporation. 

• Apart  from  acquisitions.  Employer  Services’ 
revenue  increased  approximately  14%  from  1993 
to  1994,  primarily  reflecting  increased  payroll 
processing  revenue,  due  largely  to  new  customer 
installations  and  an  increased  year-end  1993 
retention  rate  for  existing  customers. 

• The  growth  was  also  due  to  increased  revenue  from 
payroll  tax  filing  fees  and  investment  income  due 
largely  to  higher  percent  of  Employer  Services' 
payroll  processing  customers  also  using  its  tax 
filing  service. 

Apart  from  possible  future  acquisitions.  Employer 
Services'  revenue  growth  is  expected  to  be  between 
15%  and  20%  in  1995. 

• Such  increase  would  reflect  a full  year's  revenue 
from  Tesseract  and  from  User  Technology 
Services. 

• Revenue  should  also  increase  as  a result  of  the 
December  1994  acquisitions  of  Payroll  Tax 
Management  and  the  customer  base  of  Human 
Effectiveness,  Inc. 

• Revenue  in  1995  is  also  expected  to  benefit  from 
increases  in  U.S.  interest  rates  during  1994  and 


early  1995,  which  should  result  in  an  increased 
average  investment  yield  on  payroll  tax  filing 
deposits  and  from  a 20%  increase  from  1993  to 
1994  in  the  annualized  revenue  value  of  orders 
received  by  Employer  Services. 

Interim  Results 

Revenue  for  the  three  months  ending  March  31,  1995 
reached  $100.4  million,  compared  to  $77.5  million 
for  the  same  period  in  1994. 

Market  Financials 

Employer  Services  provides  its  products  and  services 
to  employers  to  help  them  manage  their  work  forces 
more  effectively.  Clients  come  from  a variety  of 
industries,  from  small  and  medium-sized 
organizations  to  multiple  divisions  of  Fortune  500 
companies. 

Geographic  Markets 

Virtually  100%  of  Employer  Services'  revenue  is 
derived  from  the  U.S. 

Acquisitions 

In  December  1994,  Ceridian  purchased  the  assets  of 
two  companies — Human  Effectiveness  Inc.  (HEI),  a 
Chicago-based  employee  assistance  provider  and 
Payroll  Tax  Management.  Inc.  (PTM),  a payroll  tax 
filing  operation  based  in  Glendale  (CA) — in  order  to 
build  Ceridian  Employer  Services’  customer  base. 

• The  HEI  transaction  expands  the  presence  of 
Ceridian  Employer  Services'  EAR  employee 
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assistance  program  in  several  major  regional 
markets.  HEI  had  revenue  of  $1  million  from  its 
employee  assistance  program  in  1993. 

• PTM’s  tax  filing  customers  will  be  transitioned  to 
Ceridian’s  Employer  Services’  Systems  Tax 
Service  unit.  PTM  had  revenue  of  $3.8  million  in 
fiscal  1994. 

On  October  3 1,  1994,  Ceridian  acquired  User 

Technology  Services,  Inc.  (Usertech),  a Connecticut- 

based  provider  of  training  services. 

• Usertech.  with  62  employees  and  revenue  of 
approximately  $4.4  million  for  the  fiscal  year 
ending  October  31,1 994,  provides  services  that 
help  customers’  employees  acquire  the  expertise 
they  need  to  maximize  the  value  of  new 
information  systems.  It  also  provides 
communications  to  employees  to  introduce  new 
technology,  education  and  training,  user  procedures 
and  workflow  documentation  and  on-line 
performance  support. 

• Usertech  operates  throughout  the  U.S.  from  offices 
in  Connecticut,  Georgia,  Illinois  and  New  Jersey. 

• Usertech  now  operates  as  wholly  owned  subsidiary 
of  Ceridian  within  Employer  Services. 

• The  acquisition  is  an  important  part  of  Ceridian’s 
strategy  to  successfully  implement  new  products 
being  launched  through  Employer  Services  in  the 
coming  months. 

In  June  1994,  Ceridian  acquired  Tesseract 

Corporation  of  San  Francisco  for  approximately  $60 

million. 

• Tesseract,  with  approximately  200  employees  and 
1993  revenue  of  $28.9  million,  provides  advanced, 
integrated  payroll,  human  resource  and  benefits 
administration  software  products  and  professional 
services  for  IBM  cooperative  environments, 
supporting  mainframe,  client/server  and  distributed 
platforms. 


• Tesseract  serves  more  than  150  customers  ranging 
in  size  from  1,000  to  500.000  employees. 

• Tesseract  operates  as  a wholl}-  owned  subsidiary  of 
Ceridian  within  Employer  Services. 

• Tesseract  has  provided  Ceridian  with  a proven 
payroll  processing  software  application  that 
contains  the  features  desired  by  Employer  Services 
and  is  being  adapted  to  run  in  Employer  Services' 
multicustomer  data  center  environment. 

In  October  1993,  Ceridian  purchased  Systems  Tax 
Service,  Inc.  (STS)  of  Fountain  Valley  (CA)  for 
approximately  one  million  shares  of  Ceridian 
common  stock. 

• STS,  with  1993  revenue  of  about  $18  .5  million,  is 
a payroll  tax  filing  processor  with  a highly 
automated  tax  filing  system. 

• The  operations  of  STS  have  been  merged  into 
Employer  Services. 

Employees 

Employer  Services  currently  has  about  3,300 
employees. 

Key  Products  and  Services 

Employer  Services  offers  a range  of  payroll 
processing,  payroll  tax  filing,  human  resource 
information  services  and  employee  assistance 
programs.  During  1994,  more  than  82%  of  Employer 
Services’  revenue  was  derived  from  payroll 
processing  and  payroll  tax  filing  services. 

Processing  Services 

Payroll  processing  consists  primarily  of  preparing 
and  furnishing  employee  payroll  checks,  direct 
deposit  advices  and  supporting  journals,  summaries 
and  other  reports. 

• Payroll  processing  is  currently  conducted  at  district 
offices  located  throughout  the  U.S.,  all  of  which 
are  linked  in  a nationwide  network. 
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• In  January  1995,  Ceridian  announced  a technology 
alliance  with  IBM  ISSC  under  which  ISSC  will 
provide  systems  management  for  Employer 
Services’  payroll  processing  in  order  to  consolidate 
processing  from  district  offices  into  centralized 
facilities.  The  other  aspects  of  Employer  Services’ 
payroll  processing  activities,  such  as  printing  of 
checks  and  reports,  will  continue  to  occur  in  its 
district  offices.  Employer  Services  will  also 
continue  to  provide  customers  with  all  software 
development.  The  agreement  extends  through 
December  31,  2004. 

• Employer  Services’  payroll  processing  system 
allows  customers  to  input  their  own  payroll  data 
via  PCs,  transmit  the  data  on-line  to  Employer 
Services  for  processing,  retrieve  reports  and  data 
files  from  Employer  Services  and  print  reports  and, 
in  certain  instances,  payroll  checks  or  direct 
deposit  advices  on-site. 

• Customers  can  also  input  payroll  data  by  telephone 
or  batch  transmittal,  with  payroll  checks  and 
related  reports  prepared  by  Employer  Services  at 
one  of  its  district  processing  centers. 

• Employer  Services'  payroll  system  also  interfaces 
with  both  customer  and  third-party  transaction 
processing  systems  to  facilitate  services  such  as 
direct  deposit  of  payroll  checks. 

• Through  its  Minidata  Services,  Inc.  subsidiary. 
Employer  Services  provides  payroll  services  to 
customers  in  the  mid-Atlantic  states  with  fewer 
than  100  employees. 

Payroll  tax  filing  services  consist  primarily  of 
processing  federal,  state  and  local  withholding  taxes 
on  behalf  of  employers  and  remitting  such  taxes  to 
the  appropriate  taxing  authorities. 

Employer  Services'  human  resource  information 
service  provides  applications  software  to  customers 
for  combining  their  payroll  and  human  resource 
information  databases. 


Employer  Services'  EAR®  employee  assistance 
service  provides  confidential,  around-the-clock 
assessment  and  referral  services  to  customers' 
employees  to  help  them  address  legal  and  financial 
problems,  substance  abuse,  child  care,  elder  care  and 
other  personal  problems. 

Specific  processing  services  offered  by  Employer 
Services  include  the  following: 

• Signature™  Payroll  Services  include  the  following: 

- Basic  services  include  issuing  paychecks, 
completing  electronic  funds  transfers,  and 
meeting  internal,  government,  and  third-party 
reporting  requirements,  including  labor  and  job 
cost  reporting. 

- Reports  can  be  defined  from  over  1,500  data 
elements  on  each  employee;  and  magnetic  media 
is  available  for  wage  and  tax  reporting. 

- Pay  Analysis  Reporting,  a tool  for  analyzing  and 
controlling  payroll  costs,  provides  payroll 
register  flexibility. 

- Unlike  other  payroll  services.  Signature  services 
include  self-mailer  checks — signed,  sealed,  and 
sorted  in  the  sequence  desired  for  easy 
distribution — plus  all  reports  delivered  at  the 
same  time  as  the  paychecks. 

• Signature™  Tax  Filing  Services  include  the 
preparation,  filing,  and  deposit  of  all  tax 
obligations,  accurately  and  on  time.  Federal,  state, 
and  local  tax  information  is  captured  automatically 
from  Signature  Payroll  Services. 

Software  Products 

Tesseract  HRMS  products  include  the  following: 

• ActivBenefits  contains  functions  to  cover  all 
aspects  of  benefit  and  flexible  benefit 
administration,  including  non-discrimination 
testing,  COBRA,  tax  reform  and  legislative 
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- Two  other  features  of  Orchestrator, 
Xpresscheck™  and  Xpressmaster™,  enable 
customers  to  produce  completely  automated 
paychecks  at  their  microcomputers— from 
calculating  taxes  and  printing  checks  to  updating 
the  Signature  payroll  master  fdes. 

• HR-1®  is  an  HR  system  that  operates 
independently  but  can  be  interfaced  to  other 
applications  and  processes  such  as  payroll. 

• In  1995,  Ceridian  Employer  Services  is  introducing 
its  Integrated  HR/Payroll  System  for  DOS  and 
Integrated  HR/Payroll  System  for  Windows. 

- Designed  for  the  two  main  platforms  in  use 
today,  this  system  gives  customers  seamless 
information  interchange  between  human 
resources  and  payroll,  from  one  shared  database. 

- The  basic  payroll  module  lets  users  combine 
desktop  payroll  management  with  Ceridian 
mainframe  processing.  The  system  is  available 
with  a basic  HR  module — to  cover  essential  HR 
requirements — or  an  expanded  module  for  more 
advanced  functionality,  including  expanded 
capabilities  for  government  compliance. 

- In  the  near  future,  Ceridian  will  introduce  a 
number  of  “snap-in"  HR  and  benefits  modules, 
allowing  customers  to  mix  and  match,  according 
to  their  specific  requirements. 

Accent  Plus™  Services  are  specialized  consulting 
and  customization  services  for  organizations  with 
complex  human  resources/payroll  environments. 

Payroll-related  services  are  typically  priced  on  a fee- 
per-item  processed  basis.  Employer  Services  also 
derives  a portion  of  its  payroll  tax  filing  revenue 
from  interest  income  it  receives  on  tax  filing  deposits 
temporarily  held  pending  remittance  on  behalf  of 
customers  to  taxing  authorities.  Hence  these 
revenues  vary  as  a result  of  changes  in  interest  rates. 


User  Technology  Services  (Usertech),  acquired 
during  1994,  provides  training,  communications  and 
other  services  that  give  customers’  employees  the 
expertise  to  maximize  the  value  of  new  information 
systems.  Part  of  its  role  is  to  help  Employer  Services 
with  implementation  of  its  new  products.  It  also 
assists  customers  who  are  redesigning  processes 
internally. 

Clients 

Employer  Services  has  approximately  36.000 
contracts  with  approximately  25,000  different 
customers. 

A sample  of  Employer  Services’  clients  includes 
Unisys  Corporation,  Toys  R Us  and  National 
Semiconductor  Corporation. 

Marketing  and  Sales 

Employer  Services  markets  its  services  through  a 
direct  sales  force  operating  through  more  than  35 
offices  located  through  the  U.S.. 

• As  of  December  31,  1994,  Employer  Services  had 
approximately  365  sales  people,  compared  to 
approximately  380  sales  people  as  of  December 

1 993  and  300  sales  people  as  of  December  3 1 , 

1992. 

• The  moderate  decrease  in  the  size  of  the  sales  force 
from  1993  to  1994  reflects  increased  concentration 
of  sales  and  marketing  efforts  on  medium  and  large 
employers. 

Employer  Services  has  also  established  marketing 
relationships  with  banks,  accounting  firms  and 
insurance  companies  whereby  it  offers  its  services  to 
the  business  clients  of  these  entities. 

In  January  1995,  Employer  Services  entered  into  a 
marketing  agreement  with  IBM  ISSC  under  which 
ISSC  will  remarket  Employer  Services’  payroll  and 
tax  filing  services  and  Tesseract  software  and 
services  where  payroll  software  and  services  are 
required  as  part  of  a larger  information  technology 
outsourcing  project.  Employer  Services  will  jointly 
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compliance,  eligibility  processing,  participation 
reporting,  billing  and  carrier  reporting. 

• Investment  Plan  Manager  (IPM)  handles  all  of  the 
administration,  reporting  and  analysis  requirements 
for  401(a),  401(k),  IRAs,  Employee  Stock 
Ownership  programs,  savings  and  other  defined 
contribution  programs. 

• Claims  Processing  System  (CPS)  processes  all 
types  of  medical,  drug,  dental,  vision  and  hospital 
claims.  CPS  also  provides  analysis  and  health  care 
cost  containment  through  case  management,  COB, 
claims  capture  and  correspondence. 

• Retirement  Plan  Manager  (RPM)  provides 
administration  functions  for  defined  benefit  plans, 
including  historical  earnings  and  hours 
recordkeeping,  service  calculation,  social  security 
benefit  calculations,  final  average  earnings  and 
benefits  calculations. 

• ActivHR  functions  include  employee 
identification,  government  compliance,  applicant 
and  skills  tracking,  education,  training  and 
development,  salary  planning,  compensation, 
position  control,  health  and  safety. 

• ActivPayroll  provides  earning  control,  tax 
administration.  Canadian  tax  processing,  deduction 
control,  on-line  checks,  accrual  control,  labor 
distribution,  payroll  accounting  and  inquiry,  time 
reporting,  batch  processing  and  payroll  reporting. 

Tesseract  products  are  available  for  centralized. 

client/server  and  fully  distributed  platforms. 

• The  products  support  the  major  IBM  mainframe 
database  management  systems,  including  DB2. 
Cooperatively,  Tess.  ract's  Enterprise  Server  allows 
data  to  be  distributed  to  users  running  OS/2  or 
Windows  3.0,  as  well  as  nonprogrammable 
terminals. 

• Tesseract's  first  generation  of  client/server  products 
consists  of  products  that  can  be  used  individually. 


or  in  combination,  to  enable  any  customer  to 
distribute  functions  and  data. 

- ReportCenter  distributes  a replica  or  subset  of  a ' 
production  database  to  a relational  database  on 
UNIX,  Windows  NT,  OS/2  or  Netware  servers 
for  querying,  reporting,  charting,  analysis,  project 
management  etc.  ReportCenter  is  for  customers 
who  wish  to  distribute  data  to  lower  the  cost  of 
querying  and  reporting,  while  remaining 
integrated  with  more  centralized  servers  for 
higher-performance,  transaction-oriented 
products  like  Payroll,  Benefits  and  Human 
Resources. 

- ActivClient  supports  Windows  and  OS/2  and 
provides  a graphical  user  interface  to  Tesseract's 
mainframe  server  products. 

Other  software  products  offered  through  Employer 

Services  include  the  following: 

• HR/PR  Ensemble™  is  a software  product  that  fully 
integrates  payroll,  human  resources  and  tax  filing 
information  into  a single  database.  Operating  from 
a single-user  workstation,  in  a local-area  network, 
or  a wide-area  network.  Ensemble  allows  users  to 
access  information  in  real-time. 

• Orchestrator®  Encore  is  a microcomputer-to- 
mainframe  link  that  allows  Employer  Services' 
processing  services  clients  to  enter  payroll  data  via 
their  microcomputers,  then  transmit  the 
information  to  Employer  Services  for  processing. 

- Orchestrator  also  enables  users  to  retrieve  report 
and  data  files  for  ad  hoc  reporting  or  integration 
with  popular  software  programs,  including  Lotus 
1-2-3,  dBase,  and  Microsoft  Word,  as  well  as  PC- 
to-PC  for  consolidating  departmental  or 
multilocation  information. 

- An  electronic  timeclock  interface  to  payroll  is 
available  through  Orchestrator  to  facilitate 
automation  from  punch-in  to  paycheck. 
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market  with  IBM  ISSC  its  information  technology 
services  where  a customer  requires  information 
technology  outsourcing  beyond  Employer  Services’ 
payroll  services. 

Employer  Services  markets  its  services  by  identifying 
customers  that  use  or  are  contemplating  using  a third- 
party  service  provider.  The  most  significant  source 
of  customer  leads  are  referrals  from  existing 
customers  and  banks  and  accounting  firms  with 
which  it  has  relationships.  The  company  also 
identifies  potential  customers  through  newspaper 
articles,  periodicals,  trade  publications  and  direct 
mailings. 

Alliances 

Employer  Services  has  a partnership  with  Advisory 
Communications  Systems,  Inc.  (ACS)  to  jointly 
market  ACS’  LawPhone  legal  services  for  small 
businesses. 

Competitors 

Employer  Services’  primary  competitors  in  the 
payroll  processing  market  are  Automatic  Data 
Processing  (ADP)  and  Paychex. 

Tesseract's  software  competitors  include  Integral 
Systems,  PeopleSoft,  SAP  America  and  D&B 
Software. 

INPUT  Assessment 

The  company's  strengths  include: 

• Industry-leading  service  and  support 

• The  first  “seamless”,  integrated  payroll/human 
resources  system 

• Well-rounded  offerings  to  help  companies  manage 
the  employment  relationship — payroll,  HR,  tax 
filing,  employee  assistance  services  and  consulting 

Challenges  over  the  coming  year  include: 

• Bringing  new  payroll  and  HR  systems  to  market 


Parent  Company 

Ceridian  Corporation 
8100  34th  Avenue  South 
Minneapolis,  MN  55425 
Phone:  (612)  853-8100 

Fax:  (612)  853-5300 


• Implementing  Windows  and  client/server 
technology 

• Maintaining  profit  margins 
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Chairman  & CEO: 
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Neal  L.  Patterson 
Clifford  W.  Illig 
Public  Corporation 
NASDAQ 
653 

$101,145,000 

12/31/92 


Kansas  City,  MO  64117 
Phone:  (816)221-1024 
Fax:  (816)221-0179 


Stock  Exchange: 
Total  Employees: 
Total  Revenue: 


Fiscal  Year  End: 


Key  Points 


Cerner's  vision  of  health  care  computing  is  supported  by  its 
Healthcare  Network  Architecture  (HNA),  an  information 
architecture  with  the  patient  as  its  major  focus.  HNA  is  designed  to 
automate  the  patient  care  process  for  diagnosing  and  treating  the 
patient's  medical  problems,  both  in  the  short  and  long  term,  across 
the  inpatient,  ambulatory,  and  community  settings. 

Over  the  last  several  years,  Cerner  has  invested  in  expanding  its 
organization  internationally.  During  1992,  international  operations 
contributed  $5.8  million  to  revenue  and  $3.8  million  to  gross  profits, 
representing  increases  of  19%  and  21%  respectively  over  1991. 

In  order  to  develop  stronger  client  relationships,  Cerner  has 
announced  the  regionalization  of  its  client  services  organization  and 
plans  to  open  eight  branch  offices  across  the  country. 
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Company 

Description 

Cerner  Corporation,  founded  in  1980,  develops,  markets,  and  supports 
turnkey  systems  for  use  in  the  clinical  departments  of  health  care 
providers  such  as  hospitals,  clinics,  HMOs,  and  reference  laboratories. 
The  company  is  a member  of  DEC'S  Cooperative  Marketing  Program. 

Strategy 

Cerner  management  believes  that  there  are  significant  opportunities 
for  a company  that  delivers  products  that  provide  integrated  clinical 
information  to  medical  professionals  responsible  for  patient  care. 

Cerner's  product  strategy  is  to  expand  its  information  system  offerings 
to  the  broad  range  of  clinical  departments  and  to  provide  a data  base  of 
integrated  patient  information  useful  to  both  the  practitioner  and  the 
health  care  manager.  In  addition,  Cerner's  strategy  is  to  design  its 
products  so  that  they  may  be  easily  modified  or  enhanced  to  take 
advantage  of  changes  in  medical  and  information  system  technologies. 

To  effect  this  strategy,  Cerner  has  developed  the  Healthcare  Network 
Architecture  (HNA),  which  provides  the  structure  and  common 
software  functions  necessary  for  the  development  and  interaction  of  all 
clinical  information  systems. 

Financials 

Cerner's  1992  revenue  reached  $101.1  million,  a 31%  increase  over 
1991  revenue  of  $77.2  million.  Net  income  rose  111%,  from  $4.7 
million  in  1991  to  $9.9  million  in  1992.  A five-year  financial  summary 
follows: 

Page  2 of  9 

Copyright  1993  by  INPUT.  Reproduction  Prohibited.  May  1993 

CERNER  CORPORATION 


INPUT 


CERNER  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

• Percent  increase 

$101.1 

$77.2 

$57.1 

$49.2 

$34.5 

from  previous  year 

31% 

35% 

16% 

43% 

5% 

Income  before  taxes 
• Percent  increase 

$16.3 

$7.6 

$4.2 

$3.9 

$3.5 

(decrease)  from 
previous  year 

114% 

80% 

9% 

10% 

(42%) 

• Gross  margin 

16% 

10% 

7% 

8% 

10% 

Net  income 
• Percent  increase 

$9.9 

$4.7 

$2.6 

$2.5 

$2.4 

(decrease)  from 
previous  year 

111% 

78% 

6% 

4% 

(33%) 

• Net  margin 

10% 

6% 

5% 

5% 

7% 

Earnings  per  share  (a) 
• Percent  increase 

$0:68 

$0.34 

$0.19 

$0.17 

$0.16 

from  previous  year 

100% 

79% 

12% 

6% 

(34%) 

(a)  Restated  to  reflect  2-for-1  stock  splits  in  April  1992  and  February  1993. 


Cerner  management  attributes  1992  results  to  the  following: 

• Systems  sales  increased  32%  to  $71.6  million.  A significant  amount 
of  the  1992  system  sales  revenue  was  in  the  backlog  at  the  beginning 
of  the  year,  including  portions  of  the  four  HNA  contracts  signed 
during  1991.  One  additional  contract  for  the  purchase  of  all  HNA 
products  to  be  installed  over  a two  to  three  year  period  was  signed  in 
1992  and  contributed  to  1992  revenue. 

• Sales  of  additional  hardware  and  software  to  the  installed  client  base 
(included  in  system  sales)  increased  52%. 

• During  1992,  Cerner  sold  more  PathNet  systems  than  in  any 
previous  year.  A significant  number  of  these  were  in  the  standalone 
laboratory  information  system  marketplace.  Cerner  also  saw  an 
increase  in  the  sale  of  standalone  pharmacy  and  radiology  systems 
during  the  year. 

• Cerner  has  seen  a significant  increase  in  the  multi-Net 
buyer-a  client  who  purchases  two  or  more  system  units  on  their 
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Employees 


Competitors 


initial  contract  or  a client  from  the  installed  base  who  purchases  one 
or  more  system  units  subsequent  to  their  initial  contract. 

• Support  and  maintenance  revenue  increased  28%  during  1992  due 
to  an  increase  in  the  installed  client  base.  The  number  of  clients 
converted  and  paying  monthly  software  support  fees  was  264  at  the 
end  of  1992,  compared  to  215  at  the  end  of  1991,  and  167  at  the  end 
of  1990.  The  number  of  clients  installed  and  paying  monthly 
hardware  maintenance  fees  was  234  at  the  end  of  1992,  compared  to 
179  at  the  end  of  1991,  and  156  at  the  end  of  1990. 

Revenue  for  the  three  months  ending  March  31,  1993  reached  $24.1 

million,  a 20%  increase  over  $20.2  million  for  the  same  period  in  1992. 

Net  income  rose  76%  from  $1.5  million  to  $2.6  million. 


As  of  December  31,  1992,  Cerner  had  653  employees  segmented  as 
follows: 


FUNCTION 

NUMBER 

PERCENT 
OF  TOTAL 

Sales  and  marketing 

72 

11% 

Client  services  and  support 

290 

44% 

Product  development 

229 

35% 

General  management  and 

administration 

62 

10% 

TOTAL 

653 

100% 

Competitors  by  application  area  include  the  following: 

• In  the  clinical  laboratory  market,  Cerner  generally  competes  with 
Community  Health  Computing,  Lab  Force,  and  Sunquest 
Information  Systems. 

• In  the  respiratory  care  and  pulmonary  physiology  markets, 
competitors  include  Puritan-Bennett  Corporation  and  Tenet 
Information  Systems. 

• Multiproduct  health  care  information  systems  competitors  include 
3M,  Shared  Medical  Systems,  HBO  & Company,  and  First  Data 
Corporation. 
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Servtees*UCtS  ^ APProximately  71%  of  Cerner’s  1992  revenue  was  derived  from  turnkey 

systems,  26%  from  software  support  and  hardware  maintenance 
services,  and  3%  from  hardware  sales  to  existing  customers.  The 
majority  of  revenue  is  derived  from  PathNet  licenses  and  maintenance 
services. 

A three-year  summary  of  source  of  revenue  follows: 


CERNER  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Turnkey  systems 

$71.5 

71% 

$54.1 

70% 

$41.1 

72% 

Maintenance 

26.7 

26% 

20.9 

27% 

14.2 

25% 

Other 

2.9 

3% 

2.2 

3% 

1.8 

3% 

TOTAL 

$101.1 

100% 

$77.2 

100% 

$57.1 

100% 

Cerner's  turnkey  clinical  information  systems  are  designed  to  operate 
on  DEC  VAX  computers.  The  company  currently  has  over  270 
customers  in  the  U.S.,  Canada,  Saudi  Arabia,  the  U.K.,  Australia,  and 
Singapore. 

PathNet,  the  company's  flagship  product,  is  targeted  to  clinical 
laboratories.  PathNet  automates  the  ordering  and  reporting  of 
procedures,  the  production  of  reports,  and  the  maintenance  of 
accessible  clinical  records. 

• PathNet  300,  introduced  during  the  second  quarter  of  1988,  is  the 
upgrade  of  the  company's  PathNet  Laboratory  Information  System 
and  includes  significant  functional  and  technical  enhancements  to 
the  product. 

• PathNet  addresses  the  information  needs  of  five  clinical 
departments:  general  laboratory,  microbiology,  blood  bank 
transfusion  services,  blood  bank  donor  services,  and  anatomic 
pathology. 

• Additional  HNA  systems  are  available  with  PathNet,  as  with  all  of 
Cerner’s  major  clinical  systems,  for  management,  commercial, 
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productivity,  and  decision  support  applications  that  assist  clinicians 
in  marketing  their  services  and  controlling  their  resources. 


As  of  December  1992,  PathNet  was  licensed  to  293  clients  in  the 
U.S.  and  Canada,  16  clients  in  the  U.K.,  one  client  in  Singapore, 
three  clients  in  Saudi  Arabia,  and  three  clients  in  Australia. 
Installations  are  in  hospitals  ranging  in  size  from  approximately  70  to 
1,650  beds. 


• The  price  of  a PathNet  system  generally  ranges  from  $100,000  to 
$3.3  million  per  installation,  including  hardware. 

The  MedNet  Pulmonary  Medicine  Information  Systems  product  line, 
introduced  in  1987,  addresses  the  information  processing  needs  of  the 
medical-related  service  areas. 


The  systems  automate  procedure  requests,  patient  and  therapist 
scheduling,  and  the  processing,  validation,  and  presentation  of 
results.  Reports  on  clinical  activity,  workload,  and  billing  charges 
are  provided  by  drawing  from  the  departmental  data  bases. 


MedNet  respiratory  care  and  pulmonary  physiology  systems  are 
currently  available.  As  of  December  1992,  MedNet  had  been 
licensed  to  10  clients  in  the  U.S.  and  Canada. 


The  RadNet  Radiology  Information  System,  introduced  in  1989, 
addresses  the  operational  and  management  requirements  of  diagnostic 
radiation  and  radiation  oncology  departments. 


The  system  automates  such  tasks  as  scheduling  patients,  modifying 
orders,  tracking  patients,  locating  films,  transcribing  reports, 
upgrading  the  quality  and  content  of  reports,  and  productivity 
reporting. 


• RadNet  had  been  licensed  to  26  clients  in  the  U.S.  and  Canada  and 
to  three  clients  in  Saudi  Arabia  as  of  December  31,  1992. 


The  PharmNet  Pharmacy  Information  System,  released  commercially 
in  1989,  supports  the  hospital-based  pharmacy  department.  Daily 
pharmacy  operations,  clinical  pharmacy  support,  and  integration  with 
other  Cerner  clinical  information  systems  is  provided.  PharmNet  has 
been  licensed  to  30  clients  in  the  U.S.  and  Canada  and  three  clients  in 
Saudi  Arabia  as  of  December  31,  1992. 


The  ProNet  Patient  Information  System,  released  in  1990,  supports 
order  entry,  order  review  and/or  validation,  interdepartmental 
communications,  and  order  and  result  inquiry  and  reporting. 


Page  6 of  9 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


May  1993 


CERNER  CORPORATION 


INPUT 


The  system,  which  is  driven  by  a comprehensive  security  matrix,  also 
provides  access  to  patient  demographics,  admissions,  transfer,  and 
discharge  information. 

• ProNet  was  licensed  to  eight  clients  in  the  U.S.  and  Canada  as  of 
December  31,  1992. 

The  CareNet  Nursing  Information  System,  introduced  in  1990, 
automates  documentation  related  to  nursing  care  delivery  within  an 
institution.  All  information  that  nursing  staff  members  enter  into 
CareNet  is  automatically  transcribed  to  all  appropriate  locations  in  the 
patient's  medical  record.  As  of  December  31,  1992,  CareNet  had  been 
licensed  to  six  clients  in  the  U.S.  and  Canada. 

The  Open  Clinical  Foundation  Data  Repository  (OCF)  clinical  data 
system  is  a structured  repository  for  clinical  information.  OCF  was 
commercially  introduced  in  1992  and  had  been  licensed  to  four  Cerner 
clients  in  the  U.S.  as  of  December  31,  1992. 

PowerChart  gives  health  care  providers  structured  access  the  clinical 
information  contained  electronically  in  the  OCF. 

• It  enables  care-providers-  to  electronically  view,  sort,  annotate,  and 
amend  a patient  record  using  patient-provider  and  encounter 
relations.  Clinicians  are  able  to  access  documents,  data,  images,  and 
voice  in  many  formats,  including  flowsheets  and  graphs. 

• PowerChart  was  commercially  introduced  in  1992  and  had  been 
licensed  to  three  clients  in  the  U.S.  as  of  December  31,  1992. 

Products  under  development  include: 

• The  MRNet  Medical  Records  Department  Information  System  will 
address  the  operations  management  needs  for  chart  tracking  and 
completion  tasks  commonly  associated  with  maintaining  medical 
records. 

• The  SurgiNet  Surgical  Information  System  will  address  the  needs  of 
the  surgical  department,  including  automating  scheduling,  inventory 
management,  and  clinical  information  management. 

• The  Open  Management  Foundation  Data  Repository  (OMF)  is  a 
structured  repository  for  process  and  activity  related  information 
useful  for  management  of  the  health  care  institution. 

• Power  Vision  will  be  a PC-based  executive  information  system. 
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Substantially  all  of  Cerner's  customers  enter  into  hardware  and 
software  maintenance  agreements  with  Cerner.  In  the  majority  of 
cases,  Cerner  subcontracts  hardware  maintenance  to  DEC.  Each 
customer  has  24-hour  access  to  the  customer  support  staff  located  at 
Cerner's  headquarters. 


Industry  Markets  One  hundred  percent  of  Cerner's  revenue  is  derived  from  the  medical 

industry. 

The  market  for  Cerner's  clinical  information  system  products  includes 
hospitals,  HMOs,  clinics,  independent  reference  laboratories,  and 
blood  bank  commercial  labs.  The  majority  of  system  sales  to  date  have 
been  in  hospital-based  provider  settings.  Cerner  currently  services 
hospitals  ranging  from  under  100  to  over  1,000  beds. 

Clients  currently  using  PathNet  represent  the  primary  target  market  for 
MedNet,  RadNet,  PharmNet,  ProNet,  CareNet,  and  OCF/PowerChart. 


Geographic 

Markets 


Approximately  94%  of  Cerner's  1992  revenue  was  derived  from  the 
U.S.  and  6%  from  international  sources.  A three-year  summary  of 
geographic  source  of  revenue  follows: 


CERNER  CORPORATION 

THREE-YEAR  GEOGRAPHICAL  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S.  (a) 

$95.3 

94% 

$72.3 

94% 

$57.1 

100% 

International 

5.8 

6% 

4.9 

6% 

- 

-- 

TOTAL 

$101.1 

100% 

$77.2 

100% 

$57.1 

100% 

(a)  Includes  export  sales  of  $4.2  million,  $1.4million,  and  $2.8  million  for  1992,  1991,  and  1990, 
respectively. 


In  addition  to  its  headquarters  in  Kansas  City  (MO),  Cerner  has  service 
branch  offices  in  Boston,  Dallas,  and  Kansas  City  and  subsidiaries  in 
England  and  Australia.  By  the  end  of  1993,  offices  should  be  in  place 
in  Washington,  D.C.,  Atlanta,  Detroit,  and  Southern  California. 
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Cerner  is  participating  in  a joint  venture  in  the  Kingdom  of  Saudi 
Arabia  to  sell  Cerner  products.  Cerner  also  has  clients  in  Germany, 
Scotland,  the  U.K.,  Canada,  and  Singapore. 


Computer 
Hardware  and 
Software 


Cerner  has  various  DEC  VAX  systems  installed  for  research  and 
development  and  customer  support. 


c 
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COMPANY  PROFILE 


CE  SOFTWARE  HOLDINGS,  INC.  Richard  Skeie.  President 


1801  Industrial  Circle 
West  Des  Moines,  IA  50265 
(515)  224-1995 


Public  Corporation,  NASDAQ 
Total  Employees:  80 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $8,640,000 


The  Company 


ges. 


4 

w 


CE  Software  Holdings  designs,  develops,  publishes,  markets,  and 
supports  PC  software  to  enhance  the  office  communications, 
connectivity,  and  productivity  of  its  business  users. 

• The  company  offers  networking  products,  including  its  electronic 
mail  program--QuickMail--and  utility  and  application  products 
such  as  QuicKeys,  DiskTop,  and  CalendarMaker. 

• While  the  bulk  of  its  product  development  and  sales  have  been 
for  Macintosh  applications,  the  company  has  in  the  last  two  years 
expanded  its  development  to  convert  existing  projects  for  IBM 
PCs  and  compatibles. 

• CE  Software's  products  are  primarily  marketed  through 
independent  distributors  and  dealers,  and  directly  to  large 
corporate  accounts. 

CE  Software  was  formed  in  1988  as  Anubis  Corp.  and  changed  its 
name  to  CE  Software  Holdings  after  it  acquired  all  the  common 
stock  of  CE  Software,  Inc.  in  February  1990.  Anubis  had  no 
operations  prior  to  this  acquisition. 

In  the  five-year  summary  that  follows,  results  prior  to  fiscal  1991 
reflect  the  operations  of  CE  Software,  Inc. 
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CE  SOFTWARE  HOLDINGS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
(Sthousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

9/88 

9/87 

Revenue 

$8,640 

$6,355 

$2,893 

$2,174 

$402 

• Percent  increase 
from  previous  year 

36% 

129% 

33% 

441% 

N/A 

Income  before  taxes 

$2,160 

$2,143 

$181 

$85 

$19 

• Percent  increase 
from  previous  year 

1% 

■k 

113% 

347% 

N/A 

Net  income 

$1,437 

$1,389 

$123 

$64 

$17 

• Percent  increase 
from  previous  year 

3% 

★ 

92% 

276% 

N/A 

Earnings  per  share 

$0.29 

$0.35 

- $0.04 

$0.02 

$0.01 

• Percent  increase 
(decrease)  from 
previous  year 

(17%) 

★ 

100% 

100% 

N/A 

Percent  change  exceeds  1,000%. 


CE  Software  has  grown  primarily  due  to  increased  sales  of  its  two 
product  groups,  which  have  been  continually  upgraded  and 
improved. 

Research  and  development  expenses  were  approximately  $1.4 
million  (16%  of  revenue)  in  fiscal  1991,  $693,000  (11%  of  revenue) 
in  fiscal  1990,  and  $434,000  (15%  of  revenue)  in  fiscal  1989. 

As  of  September  1991,  CE  Software  had  80  full-time  employees, 
segmented  as  follows: 


Marketing/sales  19 

Development  24 

Customer  technical  support  11 

Customer  service  and  production  13 

General  and  administrative  _13 

80 


Competitors  include  Microsoft,  Consumer  Software,  Inc.,  Lotus 
Development  Corporation,  Sitka  Corporation  (formerly  TOPS,  a 
division  of  Sun  Microsystems),  and  WordPerfect  Corporation. 
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Key  Products  and 
Services 


One  hundred  percent  of  CE  Software's  revenue  is  derived  from  its 
software  products. 

• Networking  products  accounted  for  56%,  57%,  and  47%  of  total 
revenue  for  fiscal  1991,  1990,  and  1989,  respectively. 

• Utility  and  applications  products  accounted  for  44%,  43%,  and 
53%  of  total  revenue  for  fiscal  1991,  1990,  and  1989, 
respectively. 

Networking  Products: 

QuickMail,  introduced  in  1988,  is  an  electronic  mail  application  for 
a computer  network.  It  allows  sending  and  receiving  of  messages, 
real-time  conferencing,  file  sharing,  message  control,  message  filing, 
directory  services,  remote  access,  and  connectivity  through  available 
bridges  and  gateways  to  various  major  electronic  mail  systems  and 
users  on  networks. 

• QuickMail  is  sold  in  packages  for  one,  five,  ten,  fifty,  or  one 
hundred  users.  Suggested  list  price  of  a QuickMail  10  User  Pak 
is  $599.  The  product  is  currently  available  in  six  languages. 

• A QuickMail  PC  version,  released  in  1989,  allows  the  addition  of 
PCs  using  AppleTalk  to  a Macintosh  QuickMail  Network. 

• In  September  1991,  CE  Software  released  the  QuickMail  2.5 
version,  which  incorporates  the  Macintosh  and  IBM  PC  software 
in  one  package  for  use  on  QuickMail  networks  with  Macintosh 
computers  and  IBM  PCs  using  either  AppleTalk  or  Novell 
networks. 

• CE  Software  also  separately  sells  certain  proprietary  bridges  and 
gateways.  QuickMail  is  also  compatible  with  bridges  and 
gateways  from  various  third  parties  connecting  with  Macintosh, 
MS-DOS,  and  UNIX  electronic  mail  systems. 

In/Out,  released  in  1989,  is  a network  application  to  assist  in 
tracking  people  and  availability  of  resources  in  an  organization,  in 
support  of  scheduling  conferences  and  resources.  The  product  is 
customizable  for  any  AppleTalk  network.  A 10  User  Pak  has  a 
suggested  list  price  of  $299.95. 

Utilities  and  Applications  Software: 

QuicKeys,  introduced  in  1987,  is  a macro  program  for  the 
Macintosh.  The  current  version,  QuicKeys  2,  was  released  in 
September  1990.  The  suggested  list  price  is  $149.95. 
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Industry  Markets 


DiskTop,  released  in  1987,  is  a system  enhancing  file  management 
program  for  the  Macintosh.  The  list  price  is  $99.95.  A Windows 
version  of  DiskTop  was  released  in  early  1992. 

CalendarMaker,  introduced  in  1986,  is  an  application  program  for 
the  Macintosh  used  to  create  and  personalize  presentation-quality 
calendars.  The  product  lists  for  $49.95.  CE  Software  has  also 
produced  CalendarMaker  PC  to  provide  the  same  capabilities  for 
IBM  PCs  and  compatibles  using  Windows. 

MockPackage  Plus  Utilities,  released  in  1984,  is  a desk  accessory 
set-MockWrite,  MockChart,  MockPrinter,  MockTerminal--  plus  six 
utilities.  The  product  lists  for  $49.95. 

Alarming  Events,  introduced  in  1990,  is  a personal  scheduling 
package  in  a desk  accessory.  It  has  a suggested  list  price  of  $129.95. 

Tiles,  introduced  in  1991,  is  a utility  software  product  for  the 
Macintosh  that  allows  users  to  create  miniature  computing 
environments.  Its  list  price  is  $99.95. 

Amazing  Paint,  introduced  in  1990,  is  a black  and  white  graphics 
program  that  lets  users  create  or  modify  art.  It  lists  at  $99.95. 

Vaccine,  introduced  in  1988,  warns  users  whenever  certain 
significant  resources  are  being  modified. 

Support: 

Technical  support  services  are  available  to  customers  free  by 
electronic  mail  or  telephone.  These  services  include  explaining  how 
the  customers'  computer  works  and  how  their  other  software  works. 


CE  Software's  products  are  targeted  to  business  users. 

Products  are  primarily  marketed  through  three  independent 
distributors  in  the  U.S.,  through  a number  of  independent  dealers 
and  distributors  in  other  countries,  and  directly  to  large  corporate 
accounts  under  site  licensing  agreements. 

• A majority  of  CE  Software's  distribution  is  through  three 
independent,  nonexclusive  distributors— Ingram  Micro,  Merisel, 
and  Kenfil-which  together  accounted  for  approximately  64%  of 
CE  Software's  total  sales  in  fiscal  1991. 

- Ingram  Micro  alone  accounted  for  32%  of  total  sales  in  1991. 
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- Generally,  distributors  purchase  products  at  50%  discount 
from  list  prices,  with  additional  discounts  for  prompt  payment. 

Site  licensing  agreements  from  major  corporate  clients  accounted 
for  approximately  7%  of  revenue  in  fiscal  1991.  CE  Software 
provides  direct  marketing  for  corporate  accounts  and  ongoing 
contacts  with  major  distributors  and  dealers. 


Geographic  Approximately  83%  of  CE  Software's  fiscal  1991  revenue  was 

Markets  derived  from  the  U.S.  and  17%  from  export  sales.  A three-year 

geographic  source  of  revenue  summary  follows: 

CE  SOFTWARE  HOLDINGS,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  thousands) 


FISCAL  YEAR 

9/91 

9/90 

9/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$7,155 

83% 

$5,528 

87% 

$2,529 

88% 

Exports 

- Europe 

980 

11% 

521 

8% 

211 

7% 

- Australia 

208 

2% 

182 

3% 

77 

3% 

- Canada 

149 

2% 

124 

2% 

76 

2% 

- Japan 

148 

2% 

- 

-- 

-- 

- 

TOTAL 

$8,640 

100% 

$6,355 

100% 

$2,893 

100% 

In  addition  to  its  headquarters  in  West  Des  Moines,  the  company 
has  a sales  and  marketing  office  in  San  Mateo  (CA). 
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CGI  SYSTEMS,  INC. 

1 180  W.  Swedesford  Road 
Suite  350 

Berwyn,  PA  19312 
Phone:  (215)993-8082 
Fax:  (215)993-8125 


President: 

Status: 

Parent: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Joseph  Ferrandino 
Subsidiary 
CGI  Informatique 
500 

$322,000,000 

8/31/91 


Key  Points 

• During  1992,  four  of  CGI  Informatique's  (Paris,  France)  North 
American  subsidiaries  were  consolidated  as  a single  corporate  entity, 
called  CGI  Systems,  Inc.  This  reorganization  will  help  CGI  respond 
to  the  poor  performance  of  the  North  American  computer-aided 
software  engineering  (CASE)  market  by  providing  integrated 
services. 

• CGI  Systems  is  one  of  the  four  leading  vendors  of  integrated  CASE 
(I-CASE)  tools. 

• A 1991  review  of  CGI  Systems'  I-CASE  software  offering  pointed 
out  that  the  package  had  a steep  learning  curve,  though  it  was  highly 
rated  for  its  ability  to  increase  the  speed  of  applications 
development. 

• In  1991,  CGI  Systems  moved  into  the  UNIX  market  with 
PACLAN /X,  a UNIX-based  I-CASE  system  developed  first  for 
Hewlett-Packard's  HP-UX  implementation  and  now  for  Bull's  DPX2 
and  IBM's  RISC  6000. 

• In  1992,  CGI  Systems  is  emphasizing  its  CASE  solutions  for 
heterogeneous  networks,  recognizing  the  need  to  produce 
applications  within  a client/server  architecture. 
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Company 

Description 


Company 

History 


Financials 


Major  Alliances 


Employees 


CGI  Systems,  Inc.  is  a new  consolidation  of  four  CGI  Informatique 
subsidiaries.  This  reorganization  unites  the  consulting  services  and 
software  products  of  the  CGI  Group  Worldwide.  The  newly 
reorganized  company  offers  integrated  CASE  software  and  associated 
software  maintenance,  MRP  software,  professional  consulting  services, 
Yourdon  Method  training  and  consulting,  and  Novell  LAN  training  and 
certification  courses. 


In  1992,  CGI  Systems,  Inc.  is  used  to  describe  a consolidation  of  four 
subsidiaries  of  CGI  Informatique--CGI  Consulting,  Inc.,  CGI  Systems 
Inc.,  Yourdon,  Inc.,  and  PRODSTAR. 

• The  corporation  will  be  headquartered  in  Berwyn  (PA)  and  will 
consist  of  six  divisions:  the  CASE  Products  Division,  Pearl  River 
(NY);  the  Yourdon  Method  Division,  Raleigh  (NC);  three  Regional 
Consulting  Divisions  located  in  New  York  (NY),  Wayne  (PA),  and 
Orlando  (FL),  and  a LAN  Education  Division  in  Berwyn  (PA). 

• Originally,  CGI  Systems,  Inc.  referred  to  the  CASE  company  that 
was  a subsidiary  of  CGI  Informatique,  located  in  Pearl  River  (NY) 
originally  incorporated  in  1980. 


In  1991,  worldwide  revenue  for  CGI  Systems,  Inc.  (net  of  interest 
expenses)  was  approximately  $322  million. 


CGI  Systems  has  product  development  and  marketing  arrangements 
with  Hewlett-Packard,  DEC,  Oracle,  and  Bull  HN. 


As  of  March  1992,  CGI  Systems  had  approximately  500  employees, 
segmented  as  follows: 


Marketing 

10% 

Customer  support 

5% 

Research  and  development 

5% 

Computer  operations 

70% 

General  and  administrative 

10% 

100% 
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Competitors 


Key  Products  and 
Services 


CGI  Systems'  competitors  fall  into  the  following  categories-companies 
offering  CASE-related  application  software  packages  and  services, 
companies  offering  systems  integration  consulting,  and  those  offering 
methods  training,  LAN  training  and  MRP  software. 

. CASE  application  software  competitors  include  Texas  Instruments, 
KnowledgeWare,  Andersen  Consulting,  Intersolv,  and  Oracle. 

. Professional  services  competitors  include  Booz  Allen,  Andersen 
Consulting,  and  other  Big  Six  firms. 


INPUT  estimates  that  approximately  33%  of  CGI  System's  1991 
revenue  was  derived  from  sales  of  its  I-CASE  software,  and  the 
remaining  67%  derived  from  associated  software  maintenance  and 
professional  services. 

Professional  Services: 

CGI  Consulting  Divisions  offer  a value-added  services  approach  to  I- 
CASE.  Consulting  services  are  offered  on: 

• Management  and  methods 

• Systems  requirement  analysis 

• Project  management 

CGI  Systems,  Inc.  I-CASE  Software : 

CGI  Systems'  products  support  a wide  range  of  environments.  These 
include  both  the  platforms  on  which  the  repository  operates  as  well  as 
the  target  environments  for  which  it  can  generate.  A partial  list 
includes: 

Operates  on: 

• Mainframes: 

- IBM:  MVS,  VSE 

- Bull:  GCOS8,7 

- Unisys:  0S1100 

- ICL:  VME 

• LAN 

- UNIX 

- OS/2 
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Generates  for: 

• IBM:  MVS,  VSE,  OS/400,  System  38,  System  36,  OS/2 

• Bull:  GCOS8,  7,  6 

• Unisys:  OS  1100,  Series  A 

• ICL:  VME 

• Other:  DEC,  HP,  Tandem  UNIX,  DOS 

■ Data  bases:  DB2,  DL1,  Oracle,  IDMS,  IDSII, 

RDMS,  Teradata 


PACBASE: 

CGI  Systems'  PACBASE  is  an  I-CASE  tool  designed  to  assist  the 
systems  analyst/designer  in  all  phases  of  the  design  cycle  from  analysis 
through  maintenance,  based  on  a single,  shared  information  platform,  a 
repository.  PACBASE  consists  of  a combination  of  three  products: 
PACDESIGN™,  PACBENCH™,  and  PACREVERSE™. 

. PACDESIGN  provides  facilities  for  the  analysis  and  design  of 
business  applications.  It  implements  several  major  design 
methodologies  (Yourdon,  SSADM,  Merise).  PACDESIGN  provides 
logistical  support  for  the  functions  of  planning,  analysis,  and  design 
in  the  system  life  cycle.  It  is  based  on  a multi-user  repository. 

. PACBENCH  provides  facilities  for  the  creation  of  complete 
documented  applications,  which  can  be  targeted  to  over  thirty 
environments. 

• PACREVERSE  standardizes  existing  applications  and  integrates 
them  into  the  CGI  repository.  It  allows  for  the  use  of  the  same 
environment  for  both  application  maintenance  and  development. 

PACLAN  and  PACLAN/X: 

PACLAN  is  a fully  integrated  CASE  system  supporting  application 
development  on  local  and  distributed  networks. 

PACLAN/X  supports  application  development  on  a network  of 
MS/DOS  and  OS/2  workstations  linked  through  a UNIX  client/server 
architecture. 
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Customers 


Industry  Markets 


Geographic 

Markets 


There  are  more  than  30,000  users  of  CGI  CASE  tools  at  800  sites 
worldwide,  including  GTE  Data  Services,  the  U.S.  Air  Force  and  Navy, 
Nordstrom,  ITT  Financial  Services,  and  Dylex,  Canada's  largest 
clothing  retailer. 


CGI  Systems'  products  are  marketed  across  industry  segments; 
however,  there  has  been  a strong  demand  for  CASE  development  tools 
in  the  banking/finance,  insurance,  and  retail  industries. 


CGI  Systems’  revenue  are  primarily  derived  from  North  American 
markets  as  CGI  Systems  is  the  U.S.  subsidiary  of  CGI  Informatique. 
CGI  has  a separate  Canadian  division  called  SIRC,  Inc. 
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CGI  — Europe 


30  Rue  du  Chateau 
75640  Paris  Cedex  13 
France 

Phone:  +33  1 40772000 
Fax:  +33  1 40772222 

http://www.cgi-corp/fr/index.htm 


Valleybrooke  Corporate  Center 
301  Lindenwood  Drive,  Ste.  215 
Malvern,  PA  USA 
(610)  993-8082  or  1-800-FONE-CGI 
(610)  993-8125 


Director  General:  Alain  Bouviala 

Status:  IBM  Subsidiary 

Employees  (12.1995):  4,460 

Revenue  (FYE  31.12.95):  FF  2.17  Billion 
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Key  Points 

• CGI  was  a leading  French  independent 
software  and  services  vendors  until  IBM 
acquired  the  company  in  1993 

• 1995  financial  results  show  a satisfactory 
increase  in  revenue 

• The  company  is  technically  well-positioned 
but  late  in  addressing  the  emerging 
client/server  market  needs 

• CGI  is  best  known  for  its  pioneering  CASE 
tools  and  methodologies 

• Three  new  important  partnerships  with 
SUN,  ORACLE,  and  PMSIM  Systems  A/S. 
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Company  Description 

CGI  Informatique  was  founded  in  1951  and  is 
one  of  the  leading  French  IT  software  and 
services  companies.  It  has  a presence  both  in 
the  custom  and  package  software  markets. 
CGI  was  acquired  by  IBM  in  1993  in  this 
company's  “quest  to  reinforce  its  application 
development  offering,  business  software 
packages  and  CASE  tools”.  The  move  was 
accepted  by  CGI  because  it  would  help 
“develop  its  international  activities  more 
ambitiously,  supported  by  the  world’s  leading 
network  in  information  technology”. 

CGI  operates  independently  of  IBM  and 
claims  to  remain  “firmly  multi-vendor 
oriented”. 

Organization  and  Structure 

CGI  operates  under  an  Advisory  Board — 
chaired  by  the  vice-president  of  Software  and 
Services,  IBM  Europe — which  includes 
representatives  of  a number  of  IBM  functions 
and  of  IBM  services  and  software  operations 
in  other  countries. 

Exhibit  1 shows  the  names  and  functions  of 
key  CGI  executives. 

CGI  is  divided  into  the  following  divisions: 

• The  Applications  Software  Division  is 
responsible  for  strategy  related  to  the 
Group’s  applications  software.  In  order  to 
ensure  the  corresponding  development  and 
maintenance,  it  has  at  its  disposal  several 
hundred  developers  working  at  four  sites 
in  France,  Germany  and  the  UK.  The 
division  is  in  charge  of  product  marketing, 
as  well  as  of  strategy  and  worldwide 
support  for  related  customization  services. 


Exhibit  1 


CGI  Key  Executives,  1995 


Alexandre  Attal 

CGI  International 

Alain  Bouviala 

Consulting  & Professional 
Services 

Charles  Tarbe 

Application  Software  Development 
& Services 

Christian  Vialard 

Application  Software  Marketing  & 

Jaques  Garcia 

Sales  (International) 

Pascal  Garrigue 

CASE  Systems 

Xavier  Noury 

CGI  Regions 

Source:  CGI 


• The  Application  Software  Marketing  and 
Sales  Division  is  responsible  for  sales  and 
distribution  policy  world-wide.  Part  of  its 
brief  is  to  ensure  the  necessary  support  to 
local  business  units  and  coordinating  the 
different  distribution  partners  and 
channels.  In  addition,  it  is  in  charge  of 
direct  marketing  for  application  software 
products  in  France. 

• The  CASE  Systems  Division  develops  and 
markets  I-CASE  tools  and  is  also 
responsible  for  the  Group’s  methodology 
development  and  for  monitoring 
technology  trends. 

• The  Consulting  and  Professional  Services 
Division  is  organized  by  industry,  in  order 
to  define  the  most  appropriate  service 
strategy  for  each  industry  and  to  capitalize 
on  the  Group’s  expertise. 
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CGI  has  three  geographic  business  units  that 
are  responsible  for  marketing  the  Group’s 
products  and  services  to  locally  based 
customers. 

CGI  Regions,  with  a workforce  of  over  500,  co- 
ordinates the  activity  of  the  18  regional 
branches  in  France. 

The  eight  European  subsidiaries,  with  a total 
workforce  of  over  1,000,  and  the  Canadian  and 
Mexican  subsidiaries  form  the  CGI 
International  organization. 

CGI  Systems  Inc.  has  a staff  of  400  working  in 
a network  of  17  offices  across  the  USA. 

Financial  Results 

Exhibit  2 provides  a four-year  summary  of 
CGI’s  financial  results. 


Exhibit  2 

CGI’s  Four-year  Financial  Summary 
(FYE  31-12-95)  (FF  Millions) 


Year 

1992 

1993 

1994 

1995 

Revenues  worldwide 

2,002 

1,892 

2,018 

2,170 

Annual  Growth  Rate 

- 

-5% 

7% 

7.5% 

Profit  before  Taxes 

230.0 

192.2 

208.8 

N/A 

Profit  after  Taxes 

123 

89 

100 

140 

Revenue  per 
Employee 

0.507 

0.477 

0.502 

0.487 

Source:  CGI 


Market  Analysis 

Exhibit  3 shows  INPUT’S  estimates  of  CGI’s 
European  revenues  by  delivery  modes. 


Exhibit  3 

CGI’s  European  Revenues  by  Delivery 
Modes,  1995  ($  Millions) 


Delivery  Mode 

Revenue  in 
$ Millions 

Share 

Application  Software 

178 

41% 

Professional  Services 

182 

42% 

Turnkey  Systems 

52 

12% 

Systems  Integration 

4 

1% 

Systems  Operations 

1 

<1% 

Total  Software  & Services 

417 

96% 

Other  (e.g.  non-IT- 
Consulting) 

17 

4% 

Total 

434 

100 

Source:  INPUT  Estimates 


CGI  announced  three  new  partnerships  this 

year  to  strengthen  its  position  on  the  market. 

• At  the  beginning  of  1996  CGI  announced  a 
technical  partnership  with  the  Danish 
Software  Vendor  PMSIM  Systems  A/S 

• Its  partnership  with  SUN  includes  the 
joint  international  promotion  of  PACBASE 
in  the  Sun  Solaris  environment 

• In  the  future  CGI  will  also  integrate  its 
Human  Resource  Management  solution 
with  Oracle’s  Applications. 
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CGI  hopes  that  these  alliances  will  improve 
its  access  to  new  markets  and  provide  a wider 
availability  of  its  products. 

Exhibit  4 shows  an  estimate  of  CGI’s 
European  revenues  analyzed  by  industry 
sector. 

Exhibit  4 

CGI 


European  Revenue  by  Industry 
Sector,  1995  ($  Millions) 


Industry  Sector 

Revenue  in 
$ Millions 

Share 

Discrete  Manufacturing 

70 

16% 

Process  Manufacturing 

14 

3% 

Transportation  . 

17 

4% 

Wholesale  & Retail 
Distribution 

30 

7% 

Utilities 

17 

4% 

Telecommunications 

22 

5% 

Banking  & Finance 

114 

26% 

Insurance 

82 

19% 

Local  Government 

26 

6% 

National  Government 

34 

8% 

Healthcare 

4 

1% 

Business  Services 

4 

1% 

Total  European  Software 
& Services 

434 

100% 

Source:  INPUT 


Geographic  Markets 

Exhibit  5 shows  an  estimate  of  CGI’s  revenues 
by  country. 


Exhibit  5 

CGI’s  European  Revenue  by  Country 
1995  ($  Millions) 


Country 

Revenues  in 
S Millions 

Share 

France 

312 

72% 

Germany 

48 

11% 

United  Kingdom 

17 

4% 

Italy 

13 

3% 

Spain 

13 

3% 

Switzerland 

13 

3% 

Portugal 

8 

2% 

Belgium 

9 

2% 

Austria 

1 

<1% 

Total  European 
Revenue 

434 

100% 

Source:  INPUT 


Key  Products  and  Services 

Products  and  Services  offered  by  CGI  include 

the  following: 

• Consulting  and  professional  services,  the 
core  of  CGI’s  activities,  covering  software 
application  projects  from  planning  to 
design,  implementation  and  maintenance 

• Real-time  and  scientific  professional 
services,  including  the  implementation  of 
advanced  technologies  in  the  fields  of 
computer-aided  software  engineering 
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(CASE),  systems  simulation,  real-time 
systems  and  artificial  intelligence  for 
aerospace,  space,  defense,  computer-aided 
manufacturing  and  telecommunications 
industry 

• Computer-aided  software  engineering 
(CASE)  systems,  including  PACBASE, 
PACLAN  and  PACLAN/X 

• The  SIGAGIP  applications  products, 
designed  to  manage  human  and  financial 
resources 

• Computer-integrated  manufacturing 
through  the  Tzar  II  system  (including  CIM, 
purchasing,  maintenance,  etc.),  the 
PRODSTAR  manufacturing  control  system, 
and  TDMBASE,  technical  reference  and 
quality  control  system 

• Distribution  control  of  industry  products 
and  spare  parts  through  POP/MS  for  IBM 
mainframes  and  AS/400s  (including 
manufacturing  control  and  accounting 
modules) 

• Facilities  management  services,  including 
design  of  solutions,  implementation  and 
management  of  the  required  resources 


• Management  consultancy,  through 
EUREQUIP  and  GMV  Conseil 

Clients 

Listed  in  Exhibit  6 on  the  following  page,  are 
CGI’s  major  project  clients  in  different 
industry  sectors. 

INPUT  Assessment 

CGI  offers  a broad  range  of  products  and 
services.  In  Europe,  CGI  derives  most  of  its 
revenues  from  France. 

CGI  faces  the  same  main  challenge  as  a 
number  of  other  leading  European-based 
software  and  services  vendors,  namely  to 
become  a Pan-European  player  by  expanding 
its  business  in  the  major  European  markets. 

Outside  its  domestic  market,  CGI  has  put  a 
lot  of  emphasis  on  developing  its  business  in 
Germany,  Spain,  Italy,  United  Kingdom, 
Switzerland,  Netherlands,  Belgium.  The 
company  has  also  successfully  started 
operations  in  Portugal  and  won  contracts  in 
Austria.  Clearly,  the  IBM  link  provides  the 
opportunity  to  develop  this  potential  further. 
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Exhibit  6 


CGI’s  Customers 


Insurance  and  Pension  Funds 

Manufacturing  and  Process 

Coface 

Rhone-Poulenc 

La  Reunion  Europeenne 

GEC-Alsthom  Electromecanique  SA 

Caisse  Centrale  de  Reassurance 

PSA  Peugeot  Citroen 

Hermes 

BMW  AG 

Abeille  Vie 

Elf  Autochem 

Caisse  Generale  d'Assurances  Mutuelles. 

GIAT  Industries 

Banking  and  Finance 

Commercial  Union  IARD 
Hannover  International  AG 
Gerling  Konzern 
Groupama 

Caisse  Nationale  de  Credit  Agricole 
Banques  Populares 
Yorkshire  Bank 

Siemens 

Schneider  Electric  Organization 

Messier-Bugatti 

Renault 

Turner  Corporation 
Ebro  Agricolas 
Nuova  Magrini  Galileo 
Erdol  Chemie  GmbH. 

Banque  de  I’Etat  de  Fribourg 

Utilities  and  Telecommunications 

Caisses  d’Epargne 

Electricite  de  France 

Caja  de  Madrid 

France  Telecom 

CIC  Paris 

Transpac  Data  Communication 

La  Poste 

Eastern  Electricity 

Societe  Generale 

Nuclear  Power  Plant  at  Dampierre  en  Burly 

Bayrische  Hypotheken-und  Wechselbank 

Agence  de  Bassin  Loire-Bretagne 

Credit  National 

EDF. 

Abbey  National 
Charles  Schwab  Securities. 

Public  Authorities 

French  Ministry  of  Agriculture 

Wholesale  and  Retail  Distribution 

French  National  Employment  Agency 

Auchan 

French  Army 

Mercadona 

Local  Administrations  of  Geneva  and  Neuchatel 

Bauer  Versand 

New  York  City  Education  Department 

Galia  Business  Group 

Engineering  Centre  for  Public  Works 

Vedes 

Ohio  Bureau  of  Motor  Vehicles 

Stahlgruber. 

Vlaamse  Landmaatschappij  (Belgium). 

Source  CGI 
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Check  Point  Software 
Technologies  Ltd. 

Check  Point 

Software  IfedtoGtogfes  IM 


3A  Jabotinsky  St.  24th  Floor 

Ramat  Gan,  52520 

Israel 

Phone:  +972-3-613-1833 

Fax:  +972-3-575-9256 

Internet:  http://www.checkpoint.com 


400  Seaport  Court 
Suite  105 
Redwood  City,  CA  94063 

U.S. 

Phone:  (650)562-0400 
Fax:  (650)562-0410 


Chairman:  Nir  Barkat 

President  & CEO:  Gil  Shwed 

Status:  Public 

Employees:  170+ (12/97) 

Revenue:  $31,869,000 

Fiscal  Year  End:  12/31/96 


Key  Points 

• Check  Point  Software  Technologies  Ltd. 
develops,  markets,  and  supports  network 
security  software  products  that  enable 
connectivity  with  security  and 
manageability  systems. 


• In  July  1997,  Check  Point  announced  the 
Check  Point  Partner  Alliance  Program  for 
Check  Point  resellers,  VARs,  distributors, 
and  Authorized  Training  Centers. 

• In  May  1997,  Check  Point  and  OLSY,  a 
member  of  the  Olivetti  Group,  announced  an 
international  agreement  establishing  the 
OLSY  subsidiaries  as  resellers  of  the  Check 
Point™  FireWall-1™  enterprise  security 
solution. 

• In  April  1997,  Check  Point  launched  its 
OPSEC  (Open  Platform  for  Secure 
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Enterprise  Connectivity)  Alliance,  an  open, 
Industry-wide  initiative  dedicated  to 
providing  enterprise-wide  security  solutions. 

• In  March  1997,  Check  Point  began  shipping 
Fire  Wall-1  version  3.0,  the  newest  version 
of  the  company’s  flagship  network  security 
software. 

• In  September  1996,  Check  Point  announced 
its  expansion  into  the  Mexican  market 
through  the  appointment  of  two  key 
partners  in  Mexico:  Intersys,  a local 
provider  of  enterprise-wide  value-added 
networking  services,  and  global  Enterprise 
Services,  Inc.,  a provider  of  international 
Internet  and  networking  services. 

• In  July  1996,  Check  Point  opened  its 
subsidiary  in  Cambridge  (U.K.) 

Company  Description 

Founded  in  1993  in  Israel,  Check  Point 
Software  Technologies  Ltd.  is  a leading 
vendor  of  Internet  security  software. 

Check  Point’s  FireWall-1  technology  provides 
software  that  enables  systems  administrators 
to  create  and  enforce  an  enterprise-wide 
network  security  policy.  In  1996,  the 
company  held  an  estimated  44%  of  the 
worldwide  firewall  market. 

In  June  1996,  Check  Point  completed  its 
initial  public  offering  of  three  million  shares, 
generating  approximately  $42  million  for  the 
company. 

Operations  and  Structure 

Check  Point’s  international  headquarters  and 
research  and  development  facilities  are 
located  in  Ramat-Gan  (Israel),  a suburb  of 
Tel-Aviv. 

The  company  also  operates  a wholly  owned 
subsidiary,  Check  Point  Software 


Technologies,  Inc.,  located  in  Redwood  City 
(CA),  and  maintains  U.S.  offices  in  Alexandria 
(VA),  Atlanta  (GA),  Chicago  (IL),  Denver 
(CO),  El  Segundo  (CA),  Houston  (TX), 
Lexington  (MA),  and  New  York  (NY). 

Other  international  offices  are  located  in 
Cambridg  (U.K.),  Paris  (France),  Munchen- 
Unterfohring  (Germany),  Singapore,  and 
Tokyo  (Japan). 

Key  executives  are  listed  in  Exhibit  1. 


Exhibit  1 

Check  Point  Software  Technologies  Ltd. 
Key  Executives 


Name 

Title 

Gil  Shwed 

CEO,  President,  and  co-founder 

Shlomo  Kramer 

Executive  Vice  President,  co- 
founder 

Hagi  Schwartz 

Chief  Financial  Officer 

Deborah  D.  Triant 

CEO  and  President,  U.S. 
subsidiary 

Marius  Nacht 

Vice  President,  International 
Operations  and  co-founder 

Jacqueline  Ross 

Vice  President,  Marketing 

Asheem  Chandna 

Vice  President,  Business 
Development 

John  Cunningham 

Vice  President,  Sales  and  Field 
Operations 

Company  Strategy 

Check  Point’s  objective  is  to  maintain  and 
enhance  its  position  as  the  network  security 
market  and  technology  leader  by  offering  a 
broad  line  of  products. 

Key  elements  of  the  company’s  strategy  are  to: 

• Offer  a broad  range  of  integrated  network 
security  solutions 

• Employ  a leveraged,  global  sales  and 
distribution  model 
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• Partner  with  key  industry  participants 

• Promote  brand  awareness 

• Maintain  and  enhance  technological 
leadership 

Market  Strategy 

The  company’s  marketing  efforts  are  focused 
on  promoting  Check  Point  FireWall-1  as  the 
leading  product  for  network  security. 

Sales  efforts  focus  on  expanding  the  installed 
base  and  increasing  the  penetration  level  of 
end-user  customers  worldwide  by  leveraging 
two  channels  of  distribution:  OEMs  and  a 
multilevel  reseller  channel. 

Product  Strategy 

Check  Point’s  new  product  development 
efforts  are  focused  on  enhancements  of  its 
current  family  of  products  and  new  network 
security  products,  including  products  that 
support  additional  platforms. 

Exhibit  2 


Future  development  efforts  are  expected  to 
focus  on  the  addition  of  new  network 
administration  features,  extended  support  for 
applications,  support  for  additional  encryption 
and  authentication  standards,  and  a further 
enhanced  graphical  user  interface. 

Although  the  company  expects  to  develop  its 
new  products  internally,  it  may  acquire  or 
license  certain  technologies  or  products  from 
third  parties  in  the  future. 

Financials 

Revenue  for  1996  was  nearly  $31.9  million,  an 
increase  of  234%  over  revenue  of  $9.5  million 
in  1995.  The  company  expects  revenue  for 
1997  to  reach  $47.5  million.  Net  income  rose 
to  $15.2  million  during  1996. 

A three-year  financial  summary  is  shown  in 
Exhibit  2. 


Check  Point  Software  Technologies  Ltd. 
Three-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1996 

1995 

1994 

Revenue 

$31.9 

$9.5 

$0.79 

• 

Percent  change  from 
previous  year 

234% 

N/A 

N/A 

Income  before  taxes 

$15.6 

$4.8 

$0.02 

• 

Percent  change  from 
previous  year 

225% 

N/A 

120% 

Net  income 

$15.2 

$4.8 

$0.02 

• 

Percent  change  from 
previous  year 

214% 

N/A 

120% 

Earnings  per  share 

$0.43 

$0.14 

- 

• 

Percent  change  from 
previous  year 

207% 

N/A 

N/A 

Source:  Check  Point  Software  Technologies  Ltd. 
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• Management  attributes  increases  in  1996 
revenue  primarily  to  the  growth  in  the 
market  for  network  security  products, 
expanded  awareness  of  the  company’s 
products,  and  increased  sales  through 
SunSoft,  Check  Point’s  largest  reseller,  and 
other  resellers. 

• Revenue  from  sales  to  SunSoft,  represented 
42%  of  overall  revenue  during  1996, 
compared  to  64%  and  54%  of  the  company’s 
revenue  for  1995  and  1994,  respectively. 

Research  and  development  expenditures  for 
1996  were  $3.3  million,  up  200%  from  the  $1.1 
million  spent  during  the  same  period  in  1995. 

Interim  Results 

Revenue  for  the  six-month  period  ending  June 
30,  1997  was  $30.9  million,  compared  to  $12.2 
million  during  the  same  period  in  1996.  Net 
income  for  the  period  was  approximately 
$14.2  million,  an  increase  of  137%  from  the 
nearly  $6.0  million  during  the  same  period  the 
previous  year. 


Research  and  development  expenditures  for 
the  period  were  $2.3  million,  up  from  $1.2 
million  during  the  same  period  in  1996. 

Revenue  Analysis  by  Product/Service 

Check  Point’s  revenue  is  derived  from  the  sale 
of  software  products  and  related  maintenance 
contracts. 

Units  shipped  in  1996  grew  200%  over  the 
previous  year.  The  Windows  NT  product 
shipments  accounted  for  an  estimated  49%  of 
channel  bookings  in  the  first  quarter  of  1997. 

Geographic  Markets 

INPUT  estimates  that  approximately  75%  of 
Check  Point’s  1996  revenue  was  derived  from 
the  U.S.,  and  the  remaining  25%  from 
international  sources. 

Despite  this  high  percentage,  the  company 
believes  that  because  it  sells  its  products  to 
resellers  and  OEMs  in  the  U.S.  that  have 
international  customer  bases,  a significant 
portion  of  its  products  are  resold  outside  the 
U.S. 


Exhibit  3 


Exhibit  3 shows  a three-year  summary  of 
revenue  classified  by  geographic  destinations. 


Check  Point  Software  Technologies  Ltd. 
Three-Year  Geographic  Source  of  Revenue  Summary 


Geographic  Market 

Fiscal  Year 

1996(a) 

1995 

1994 

Percent  of 
Total 

Percent  of 
Total 

Percent  of 
Total 

Israel 

2% 

2% 

4% 

U.S. 

75% 

83% 

90% 

Europe 

13% 

8% 

1% 

Far  East 

8% 

6% 

5% 

Other 

2% 

1% 

... 

Total 

100% 

100% 

100% 

(a)  INPUT  estimates. 
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Employees 

As  of  March  31,  1997,  Check  Point  had  more 
than  140  employees  worldwide,  compared  to 
51  employees  as  of  March  31,  1996. 

The  company  currently  has  an  estimated  240 
employees — approximately  90  in  the  U.S.  and 
150  in  Israel. 

Key  Products  and  Services 

Check  Point’s  Open  Platform  for  Secure 
Enterprise  Connectivity(OPSEC)  is  a single 
platform  that  integrates  and  manages  all 
aspects  of  network  security  through  an  open, 
extensible  management  framework.  It  uses  a 
combination  of  published  application 
programming  interfaces  (APIs),  support  for 
industry-standard  protocols,  and  a high-level 
scripting  language. 

FireWall-1 

Check  Point’s  FireWall-1  family  of  products 
includes  the  FireWall-1  Enterprise  products, 
the  Fire  Wall- 1 Gateway  products,  and  the 
recently  introduced  FireWall-Fjr.sF  product, 
each  of  which  is  based  upon  the  company’s 
Stateful  Inspection  Architecture. 

Check  Point  FireWall-1  Version  3.0  introduces 
the  first  shrink-wrapped  firewall  package, 
and  the  first  to  employ  an  easy-to-use 
graphical  interface. 

• Fire  Wall-1  3.0  features  content  security, 
connection  control,  enhanced  encryption  and 
authentication,  active  network 
management,  across-the-board  client  server 
architecture,  and  support  for  new  services. 

• The  active  network  management  is 
completely  integrated  with  network  security 
and  provides  complete  real-time  control  of 
the  network  configuration,  including  data 
for  accounting,  and  bill-back  purposes,  and 
live  connections  monitoring. 


• Additions  of  X/Motif  Client  GUI  extends 
client/server  architecture  to  all  supported 
UNIX  platforms.  Network  address 
translation  (NAT)  GUI  has  been  added  for 
client/sever  models. 

• Support  for  rule-based  time  restrictions  has 
been  added  to  Fire  Wall-1  version  3.0.  New 
access  levels  for  the  management  tools  are 
supported  for  Windows  95/NT  and  Motif 
interfaces. 

Check  Point  FireWall-1  Version  2.1  provides 
enterprise,  Internet,  and  intranet  gateway(s) 
with  distributed  management  capabilities. 

• FireWall-1  Version  2.1  supports  UNIX 
platforms  running  SunOS,  Solaris,  or 
HP/UX,  and  includes  Internet  and  intranet 
gateway  support  for  Microsoft  Windows  NT, 
and  management  console  support  for 
Windows  NT  and  Windows  95. 

• It  includes  integrated  support  for  FireWall-1 
SecuRemote™  client  encryption  software 
that  is  designed  to  enable  secure,  private 
communications  by  mobile  and  remote 
users. 

FireWall-1  Inspection  Module™ — Used  with  a 
Fire  Wall-1  Enterprise  product,  the  Inspection 
Module  provides  additional  inspection 
modules  for  multiple  gateway 
implementation. 

FireWall-FirsF™  — An  entry-level  firewall 
that  provides  basic  Internet  and  intranet 
access  control  while  maintaining  network 
security. 

• FireWall-FirsF  is  designed  to  be  used  as  a 
company’s  first  Internet  access  control 
option. 

• FireWall -First!  uses  an  HTML-based 
graphical  user  interface  (GUI)  that  can  be 
accessed  on-line  by  a system  administrator 
using  a Web  browser. 
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Marketing  and  Sales 

Check  Point’s  products  are  sold  worldwide 
primarily  through  intermediate  distribution 
channels,  including  OEM  partners, 
distributors,  VARs,  systems  and  network 
integrators,  and  Internet  Service  Providers, 
all  of  which  are  supported  by  the  company’s 
direct  field  organization. 

The  company’s  three  largest  resellers, 
SunSoft,  Inc.,  Forval  Creative,  Inc.,  and 
Internet  Security  Corporation,  represent  the 
majority  of  Check  Point’s  revenue. 

• Approximately  82%  and  80%  of  total 
revenue  was  derived  from  these  three 
resellers  in  1995  and  1994,  respectively. 

• In  1996,  SunSoft  the  company’s  largest 
reseller,  represented  42%  of  overall  revenue, 
compared  to  58%  and  54%  for  1995  and 
1994,  respectively. 

During  the  fourth  quarter  of  1996,  Check 
Point  established  a national  two-tiered 
distribution  through  new  partnerships  with 
Westcon  and  Ingram  Micro. 

The  number  of  units  shipped  in  1996  grew 
200%  over  the  previous  year  due  to  the 
significant  increase  in  resellers,  distributors, 
and  systems  integrators  carrying  the  Check 
Point  products. 

Clients 

As  of  March  1997,  Check  Point  had  more  than 
20,000  installations  in  small  to  Fortune  100 
companies  and  government  agencies 
worldwide.  As  of  March  1996,  the  company 
had  approximately  6,000  installations. 

A sampling  of  clients  includes  Boston  Edison, 
British  Columbia  Telephone,  Royal  Caribbean 
Cruise  Lines,  San  Diego  State  University, 
Times  Mirror,  Time  Warner,  U.S.AA,  VLSI 
and  Westinghouse. 


MCI  Communications  and  US  West  have 
recently  announced  managed  Internet/ 
intranet  services  for  their  corporate  customers 
incorporating  Check  Point  products. 

Alliances 

In  July  1997,  Check  Point  announced  the 
Check  Point  Partner  Alliance  Program  to 
provide  value-added  services  and  incentives 
for  Check  Point  resellers,  VARs,  distributors, 
and  Authorized  Training  Centers. 

• The  program  provides  VARS  and  resellers 
with  access  to  sales,  marketing,  and  support 
resources. 

• Partner  Alliance  members  are  divided  into 
the  following  categories: 

- Premier  Partner — Direct  resellers 
carrying  the  Check  Point  product  line 

- Authorized  Partner — Indirect  resellers 
carrying  the  Check  Point  product  line 

- Distribution  Partners — Those  that  sell  the 
Check  Point  product  line  to  the  indirect 
reseller  channel 

- Training  Partners — These  partners 
operate  Check  Point  Authorized  Training 
Centers,  deliver  technical  training 
regarding  general  Internet  and  intranet 
security  issues  and  the  Check  Point 
product  line. 

• Check  Point  relationships  with  resellers 
worldwide  include  Bristol,  Comtech, 
Cybertek  Holdings,  E&M  Computing,  Forval 
Creative,  GCS,  Integralis,  Internet  Security 
Corporation,  LAN  Control,  OLSY,  PacBell 
Network  Integration,  The  Qualix  Group,  TT- 
Pro,  UB  Networks,  and  Vanstar. 


Page  6 of  8 


Check  Point  Software  Technologies  Ltd. 

©INPUT  1997.  Reproduction  prohibited.  August  1997 


INPUT  Vendor  Profile 


Check  Point  has  strategic  alliances  and 
partnerships  with  over  80  industry-leading 
companies  through  the  OPSEC  (Open 
Platform  for  Secure  Enterprise  Connectivity) 
Alliance. 

• OPSEC  Alliance  partners  receive  the 
OPSEC  Alliance  logo,  indicating  that  their 
products  can  plug  into  Check  Point’s 
FireWall-1  enterprise  security  solution 
through  the  OPSEC  framework. 

• More  than  75  network  security, 
internetworking  platform,  and 
Internet/intranet  applications  vendors  have 
joined  the  OPSEC  Alliance. 

• The  alliance  partners  are  divided  into  three 
categories,  and  include  the  following 
partners: 

- Infrastructure  Partners  embed  or  bundle 
Check  Point  FireWall-1  with  their  own 
products.  Partners  include:  3Com  , Bay 
Networks,  FTP  Software,  Inc.,  Hewlett- 
Packard,  Ipsilon  Networks,  Inc.,  NCR, 
TimeStep,  U.S.  Robotics,  Sun 
Microsystems,  Inc.  Xylan  Corporation 

- Framework  Partners  are  developing  or 
have  developed  complementary  value- 
added  products  that  can  be  certified  as 
compatible  with  Check  Point’s  OPSEC 
protocols  and  APIs.  Partners  include: 
Content  Security — ASAP  Ltd,  Computer 
Associates/Cheyenne  Software,  Command 
Software  Systems,  Inc.,  DataFellows, 
Digitivity,  Inc.,  Dr.  Solomon’s  Software, 
EliaShim,  Inc.,  Finjan  Software, 
Integralis,  Inc.,  McAfee  Associates, 
NetPartners  Internet  Solutions,  Inc., 
Security-7  Ltd.,  and  Symantec 
Corporation  Authentication  and 
Authorization — Axent  Technologies,  Inc., 
ActivCard,  Inc.,  Blockade  Systems  Corp., 
CryptoCard,  Funk  Software,  MEMCO 


Software,  NeTegrity,  Inc.,  Secure 
Computing  Corp.,  Securtiy  Dynamics,  and 
Vasco  Data  Security,  Inc. 

Encryption — RSA  Data  Security 
Router  Security  Management — 3Com 
Corporation  and  Bay  Networks,  Inc. 
Intrusion  Detection — AbirNet,  Haystack 
Labs,  Inc.,  Internet  Security  Systems,  and 
Netect 

Event  Analysis  & Reporting — Accrue 
Software  Inc.,  Bellcore,  BGS  Systems, 

Inc.,  Kaspia  Systems,  SecurelT,  Inc., 
Sequel  Technology  Corporation,  and 
TELEMATE  Software,  Inc. 

Event  Integration — Hewlett-Packard, 
Stonesoft,  and  The  Qualix  Group,  Inc. 

- Passport  Partners  are  application 
development  vendors  that  ensure  secure 
computing  over  the  Internet  via 
application  compatibility  with  the  OPSEC 
platform.  Partners  include:  BackWeb 
Technologies,  BMC  Software  Inc., 
Campbell  Services,  Inc.,  Citrix,  Connected 
Corporation,  e-motion  Inc.,  FreeTel 
Communications,  Gradient,  Informix 
Software,  InfoData  Systems,  Inc.,  Intel 
Corporation,  Liquid  Audio,  Inc.,  Microsoft, 
Netscape  Communications  Corp.,  OnLive! 
Technologies,  Oracle  Corporation, 
OutReach  Technologies,  Inc.,  PointCast 
Inc.,  PictureTel  Corporation,  Progressive 
Networks,  Inc.,  Starlight  Networks, 
Sybase,  Inc.,  VDOnet  Corporation, 
VocalTec,  Vosaic,  Voxware,  Inc.,  Vxtreme, 
Inc.,  White  Pine  Software,  Inc.,  and  Xing 
Technology  Corp. 

A sampling  of  Check  Points’  recent  strategic 

alliances  include  the  following: 

• In  July  1997,  Check  Point  and  ACI  (Anixter 

Communication  and  Integration) 

established  a partnership  throughout 
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Europe  whereby  ACI  will  incorporate  the 
Check  Point  FireWall-1  security  solution. 

• In  July  1997,  Alcatel  and  Check  Point 
announced  a partnership  whereby  Alcatel 
will  integrate  Check  Point’s  FireWall-1  in 
its  product  portfolio  as  well  as  provide 
security  services  such  as  audit,  consultancy, 
training  support,  and  maintenance. 

• In  June  1997,  UUNET  Technologies,  Inc., 
one  of  the  world’s  largest  Internet  service 
providers,  is  integrating  the  Check  Point 
FireWall-1  solution  into  ExtraLink  Remote, 
its  extranet  offering,  as  well  as  customer 
enterprise  sites. 

• In  May  1997,  Check  Point  and  OLSY,  a 
leading  provider  of  IT  solutions  and  services 
and  a member  of  the  Olivetti  Group,  entered 
into  an  international  agreement  whereby 
the  OLSY  subsidiaries  worldwide  will  resell 
the  Check  Point  FireWall-1  enterprise 
security  solution.  OLSY  will  also  offer 
FireW all-1  as  part  of  its  managed  enterprise 
security  solutions  within  the  OliWeb 
Internet/intranet  service  offering. 

• In  early  1997,  Check  Point  entered  into  a 
relationship  with  3Com  Corporation  to 
manage  the  3Com  NETBuilder  firewall  from 
the  Fire  Wall-1  management  console. 

• Check  Point  recently  entered  a relationship 
with  Ipsilon  Networks  to  embed  and  deliver 
Fire  Wall-1  on  their  IP  Switch  Processor. 


• IBM  Corporation  announced  that  it  will 
OEM  and  resell  Fire  Wall-1  for  the  RS/6000 
family  of  servers  through  their  own 
distribution  channel. 

• SunSoft,  Inc.,  a subsidiary  of  Sun 
Microsystems,  offers  FireWall-1  as  Solstice 
FireW all-1,  a member  of  its  Solstice  family 
of  enterprise  management  products. 

• Xylan  Corporation  and  Check  Point  have 
entered  into  a partnership  to  create  the  first 
firewall  security  LAN  switch,  and  are 
working  together  to  provide  the  first  user- 
based  secure  virtual  LANs. 

Competition 

Check  Point’s  major  competition  comes  from 
other  network  security  providers,  including 
Advanced  Network  and  Service  (a  subsidiary 
of  America  Online),  Border  Technologies, 
Harris  Corporation,  Raptor  Systems,  Secure 
Computing,  Sun  Microsystems,  and  Trusted 
Information  Systems,  Inc. 

Check  Point  also  competes  with  companies 
focused  on  providing  hardware  and  software 
to  the  enterprise  network  market,  including 
Cisco  Systems,  Digital  Equipment  Corp.,  IBM, 
and  Microsoft. 

Check  Point  anticipates  additional 
competition  from  other  emerging  and 
established  companies  such  as  AT&T,  which 
has  announced  its  intent  to  enter  the  network 
security  market. 
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Cincinnati  Bell  Information 
Systems  Inc.  (CBIS) 


President  & CEO:  James  F.  Orr 

COO:  Robert  J.  Marino 

600  Vine  Street 
Cincinnati,  OH  45202 
Phone:  (513)784-5900 

Fax:  (513)784-5425 

Internet:  http://www.cbis.com 


CBIS 


Status:  Subsidiary 

Parent:  Cincinnati  Bell  Inc. 

Employees:  2,262  (7/96) 

Revenue:  $373,900,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• CBIS  provides  customer  care  and  billing 
services  to  the  communications  industry  and 
is  a leading  supplier  of  billing  systems  to  the 
cellular  telecommunications  industry. 

• Through  new  contracts  and  extensions  of 
existing  relationships,  more  than  86%  of 
CBIS’s  revenues  come  from  long-term 
customer  relationships. 


• During  1995,  CBIS  signed  several  new 
contracts  with  key  clients,  including  a $100 
million,  five-year  extension  of  its  billing 
agreement  with  AT&T  for  business  calling 
card  services. 

• In  December  1995,  CBIS  acquired 
Information  Systems  Development 
Partnership,  a provider  of  billing  and 
customer  management  systems  to  the  cable 
television  industry. 

• During  early  1995,  CBIS  acquired  the  X 
International  group  of  companies, 
expanding  CBIS’s  offerings  to  include  Global 
System  for  Mobile  Communications  (GSM) 
digital  cellular  technology,  which  is  the 
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standard  for  new  European  digital  mobile 
telephone  services. 

• In  March  1995,  CBIS  announced  the 
completion  of  a major  expansion  of  capacity 
at  its  Orlando  Data  Center. 

Company  Description 

CBIS  is  a leading  provider  of  customer  care 
and  billing  systems  for  the 
telecommunications  industry.  Information 
services  include  processing,  software  products, 
and  custom  development  professional 
services. 

More  than  225  million  bills  for  cable  TV, 
wireless,  and  wireline  telephony  are  produced 
by  CBIS  software  and  in  CBIS’s  data  centers 
each  year. 

During  1994,  CBIS  restructured  its  operations 
to  better  focus  on  its  core  business  of 
providing  high-volume  billing  and  customer 
transaction  solutions  to  wireless  and  wireline 
telecommunications  companies.  CBIS  had 
divested  several  businesses  not  related  to  its 
billing  services,  including  its  professional 
services  for  the  federal  government  and  image 
and  document  management  solutions  for  the 
banking  and  finance  market. 

Organization  and  Structure 

CBIS  is  headquartered  in  Cincinnati. 
Additional  U.S.  offices  are  in  Atlanta, 

Chicago,  Ft.  Lauderdale  and  Orlando  (FL), 
Bedminster  (NJ),  Seattle  (WA),  and 
Washington,  D.C. 

International  offices  are  in  Slough  and  Bristol 
(England),  Bern  (Switzerland),  and  Utrecht 
(the  Netherlands). 

CBIS  has  established  two  Data  Centers, 
located  in  Cincinnati  (OH)  and  in  the  Orlando 
(FL)  vicinity,  to  provide  the  technology, 


environments,  and  support  necessary  to 
manage  and  process  client  data. 

• Activities  performed  at  these  locations 
include  billing,  report  generation  and 
microfiche  printing. 

• In  addition,  CBIS  provides  value-added 
services  above  and  beyond  these  activities, 
including  performing  extensive  quality 
checks  to  provide  revenue  assurance  and 
high  print  quahty. 

• The  CBIS  Data  Centers  are  staffed  by  more 
than  350  operations  and  support  personnel. 

The  company  has  constructed  a new  125,000- 
square-foot  office  building  and  a 60,000- 
square-foot  data  center  in  the  Lake  Mary 
suburb  of  Orlando.  This  complex,  which  was 
completed  in  mid- 1996,  will  house  the  more 
than  700  employees  who  are  currently  located 
in  two  separate  facilities  in  Maitland. 

James  F.  Orr  was  appointed  President  and 
CEO  of  CBIS  in  late  1994.  Mr.  Marino 
assumed  COO  responsibilities  as  of  October  1, 
1995. 

To  keep  the  company  close  and  responsive  to 
client  needs,  CBIS  delivers  services  and 
solutions  for  its  communications  industry 
clients  through  three  business  organizations 
as  follows: 

• Communications  Solutions  Group,  David 
Stelzer  - President.  Representative  clients 
managed  by  this  group  include  AT&T, 

AT&T  Wireless  Services  (formerly  McCaw 
Cellular),  Unitel,  and  Cantel. 

• Telecom  Solutions  Group,  Stephen  L. 
Robertson  - President.  All  RBOCs,  ITCs, 
non-AT&T/Unitel/Cantel  wireless  customers 
and  other  independent  carriers  are 
supported  by  this  group.  Representative 
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clients  managed  by  this  group  include 
Sprint  Cellular,  SBC,  Ameritech,  Comcast, 
and  Puerto  Rico  Telephone  Corporation. 

• CBIS  International  Group,  William  R. 
Coleman  - President.  Internationally  based 
clients  managed  by  this  group  include  Swiss 
PTT,  Telecom  Australia,  and  PTT 
Netherlands. 

Company  Strategy 

At  the  beginning  of  1994,  CBIS  announced  a 
strategic  refocusing  of  its  business  to  serve 
the  communications  industry.  During  1994, 
the  company  substantially  completed  its 
disposal  and  restructuring  plan  by  selling 
CBIS  Federal  and  other  businesses,  closing  its 
foreign  data  center  (Monterrey,  Mexico), 
eliminating  other  unprofitable  domestic  and 
international  activities,  and  restructuring  the 
remaining  CBIS  operations,  including 
terminating  employees. 


Cincinnati  Bell  Information  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue (a) 

• Percent  change  from 

$373.9 

$343.8 

$356.6 

$386.6 

$352.0 

previous  year 

9% 

(4%) 

(8%) 

10% 

3% 

Operating  income  (loss) 

$38.5 

(b) 

$27.1 

$(124.6) 

(c) 

$(118) 

$7.4 

(a)  Includes  revenue  from  other  operating  units  of  Cincinnati  Bell  of  $39  4 million  in  1995,  $40.5  million  in 
1994.  $46.9  million  in  1993,  $58.7  million  in  1992,  and  $62.9  million  in  1991. 


(b  Includes  special  charges  of  $7.5  million  associated  with  in-process  research  and  development  costs  in 
connection  with  acquisitions. 

(c)  Include  expenses  of  $88. 6 million  related  to  operations  sold  or  closed  and  $102  million  in  special  charges 
related  to  restructuring  and  disposition  of  businesses. 


CBIS’s  current  strategy  is  to  focus  on  billing 
solutions  for  leading  companies  in  the 
wireless,  wireline,  and  emerging 
communications  services  industries  and  to  be 
the  low-cost  producer  of  value-added 
solutions. 

The  company  intends  to  build  on  its 
leadership  position  by  providing  and 
managing  billing  solutions  for  major  segments 
of  the  rapidly  converging  communications 
industry,  including  providers  of  video  and 
data  content  services. 

Financials 

CBIS’s  1995  revenues  reached  $373.9  million, 
a 9%  increase  over  1994  revenue  of  $343.8 
million. 

A five-year  financial  summary  follows: 
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CBIS  management  attributes  1995  results 
to  the  following: 

• Strong  subscriber  growth  in  the  cellular 
telecommunications  market  contributed  to 
19%  domestic  revenue  growth — to  $343 
million  in  1995 — as  CBIS  generated  a 
record  140  million  bills  for  wireless  and 
wireline  telecommunications  companies. 

• International  revenues  were  down  50%  to 
$3 1 million,  due  to  the  completion  of  one 
contract  in  early  1995  and  the  delayed 
delivery  of  another  contract. 

• Operating  expenses  increased  4%  in  1995, 
after  excluding  special  items.  Research 
and  development  expenses  rose  43%  to  $32 
million.  General  and  administrative 
expenses  decreased  in  1995  by  $8.5 
million. 

Revenue  in  1994  increased  by  about  20% 
versus  1993  when  1993  figures  are  adjusted 
to  exclude  operations  sold  or  closed  ($67.4 
million).  Revenue  growth  in  1994  was  due 
primarily  to  more  data  processing  and 
professional  services  provided  to  the  cellular 
industry,  and  professional  services  contracts 
with  international  clients  for  development  of 
telecommunication  solutions. 

• In  connection  with  its  plan  to  eliminate 
nonstrategic  operations,  during  1993  CBIS 
established  a disposal  and  restructuring 
reserve  of  $102  million  ($88  million  after 
tax,  or  $1.39  per  common  share)  for  special 
charges.  Included  in  this  amount  was 
$97.4  million  related  to  the  disposition  of 
businesses  and  $4.6  million  related  to  the 
restructuring  of  other  CBIS  operations, 
including  a reduction  in  its  work  force. 

• The  1994  operating  results  of  the 
businesses  sold  or  closed  during  the  year 
were  charged  to  the  disposal  and 


restructuring  reserve;  therefore,  the 
revenues  and  costs  and  expenses  of  these 
businesses  were  not  included  in  the  1994 
reported  amounts. 

Interim  Results 

CBIS’s  revenue  for  the  six  months  ending 
June  30,  1996  reached  $221.4  million,  a 20% 
increase  over  $184.7  million  for  the  same 
period  in  1995.  Operating  income  reached 
$36.3  million,  up  from  $20.2  million  for  the 
same  period  a year  ago. 

Revenue  gains  were  attributed  mainly  to 
growth  in  business  from  long-term  cellular, 
wireline,  and  international  clients,  and  from 
cable  TV  clients  follow  ing  the  acquisition  of 
the  Information  Systems  Development 
Partnership  in  late  1995. 

Market  Financials 

Virtually  100%  of  CBIS’s  revenue  is  derived 
from  the  telecommunications  industry. 

Revenue  from  cellular  clients  was  $257 
million  (69%  of  revenue)  in  1995,  compared 
to  $198  million  (58%  of  revenue)  in  1994  and 
$144  million  (40%  of  revenue)  in  1993. 

• CBIS  systems  generate  bills  for  cellular 
telephone  customers  in  23  of  the  25  largest 
U.S.  metropolitan  areas. 

• According  to  CBIS  management,  CBIS 
service  bureaus  handled  approximately 
30%  of  the  U.S.  cellular  market  in  1995, 
and,  overall,  CBIS  systems  supported 
nearly  50%  of  the  U.S.  cellular  market. 

CBIS’s  domestic  clients  are  primarily 
cellular  telephone  providers  and  their 
resellers,  cable  television  operators, 
interexchange  carriers,  independent 
telephone  companies,  and  regional  Bell 
operating  companies. 
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Internationally,  CBIS’s  clients  primarily 
include  Post,  Telegraph  and  Telephone 
(PTT)  organizations,  mobile 
telecommunications  providers  and  their 
resellers,  and  new  competing  networks.  In 
the  U.K.,  CBIS  Ltd.  is  an  ISO-9001-certified 
supplier  with  TickIT  accreditation. 

Geographic  Markets 

Approximately  92%  ($343  million)  of  CBIS’s 
1995  revenue  was  derived  from  the  U.S.,  up 
from  $283  million  in  1994.  The  remaining 
8%  ($31  million)  was  derived  from 
international  sources,  including  Europe. 

Acquisitions 

In  December  1995,  CBIS  acquired  the 
Information  Systems  Development 
Partnership  (ISD),  a provider  of  billing  and 
customer  management  systems  to  the  cable 
television  industry,  serving  nearly  seven 
million  homes.  Terms  of  the  transaction 
were  not  disclosed. 

• ISD  is  a privately  held  partnership  of  Cox 
Communications,  Inc.,  Comcast 
Corporation,  and  ISD’s  senior 
management. 

• The  acquisition  strengthens  and  broadens 
CBIS’s  position  in  customer  care  and 
billing  for  the  communications  industry  to 
include  cable  television.  ISD  systems 
support  some  of  the  nation’s  largest  cable 
systems,  including  systems  operated  by 
Comcast,  Cox,  Time  Warner,  and  Western 
Communications.  They  also  support  many 
regional  cable  providers  throughout  North 
America  and  in  Europe. 

• ISD’s  newest  system,  CableMaster™  2000, 
is  a multiservice  billing  solution  for  the 
cable  industry.  It  has  advanced  relational 
database  technology  that  allows  cable 
company  employees  in  different  locations 


to  see  and  retrieve  the  same  up-to-date 
customer  information. 

In  March  1995,  CBIS  acquired  the  X 
International  group  of  companies — -XI 
Services,  Ltd.  and  XI  Systems,  Ltd. — of 
Bristol  (England). 

• X International  provides  software  and 
services  for  a range  of  telecommunications 
companies,  including  business  solutions  to 
support  mobile  service  providers  and  GSM 
operators,  and  products  supporting 
paging,  wireline,  cable,  cellular  resellers, 
and  intelligent  networks. 

• The  acquisition  expands  CBIS’s 
capabilities  in  the  international  mobile 
communications  market  by  adding  GSM 
product  capabilities. 

• As  a result  of  the  acquisition,  X 
International’s  32  employees  have  become 
employees  of  CBIS  Ltd. 

• CBIS  Ltd.  will  immediately  begin  the 
international  marketing  of  this  newly 
acquired  line  of  turnkey  billing  solutions 
and  services  under  the  name  CBIS 
Advantage. 

Divestitures 

During  1994,  CBIS  sold  several  businesses 
for  approximately  $16  million. 

In  December  1994,  CBIS  sold  its  banking 
business  unit  to  FIserv,  Inc.  Terms  of  the 
sale  were  not  disclosed.  The  banking 
business  unit,  located  in  Maitland  (FL)  with 
38  employees,  provides  image  and  document 
management  solutions  to  the  banking  and 
financial  services  industry.  Its  products 
enable  financial  institutions  to  produce 
easy-to-read  checking  account  statements 
for  customers,  to  simplify  the  check 
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verification  process,  and  to  store  and 
retrieve  imaged  information. 

In  November  1994,  CBIS  sold  its  CBIS 
Federal  subsidiary  to  DynCorp  of  Reston 
(VA).  CBIS  Federal  provided  systems 
integration,  systems  operations,  and 
professional  services  to  the  federal 
government. 

In  July  1994,  CBIS  sold  its  CMS  Division  to 
CommSys  Corporation  of  Fairfax  (VA). 

• The  software  products  included  in  the  sale 
were  the  Communications  Management 
System  (CMS)  line  of  applications  for 
telemanagement  and  the  CMS  Billing 
System. 

• The  sale  affected  38  employees  in  CBIS’s 
Fairfax  offices. 

• CommSys,  a newly  formed,  privately 
owned  corporation,  is  using  the  CMS 
Billing  System  to  support  customers  in  the 
long-distance  resale  carrier  market. 

Employees 

As  of  December  1995,  CBIS  had 
approximately  2,200  employees  worldwide. 

CBIS  currently  has  2,262  employees,  the 
majority  of  which  are  U.S.  based. 

Key  Products  and  Services 

Formed  in  1983  from  the  data  processing 
department  of  Cincinnati  Bell  Telephone, 
CBIS  has  extensive  experience  in  developing 
solutions  for  the  communications  industry. 

CBIS’s  software  products  are  available  for 
license  and  as  processing  services  via  CBIS’s 
Data  Centers.  CBIS  provides  these  services 
primarily  through  long-term  contracts 
ranging  in  length  from  three  to  ten  years. 


The  company’s  current  product  list  includes 
the  following: 

• Precedent  2000®  is  CBIS’s  next- 
generation  family  of  business  management 
solutions  for  the  wireless  industry. 
Consisting  of  six  base  modules — Customer 
Acquisition/Customer  Service,  Usage 
Processing,  Finance,  Billing,  Pricing,  and 
Collections — Precedent  2000  reportedly 
offers  clients  four  key  advantages  when 
acquiring,  managing,  or  billing  customers: 

- Reduced  operating  costs 

- Speed  to  market  with  new  products  and 
services 

- Improved  handling  of  service 
complexities 

- Exceptional  management  of  a growing 
base  of  customers 

• CBIS  Advantage™  is  a new,  third- 
generation,  real-time  solution  set  for 
wireless  billing  and  administration 
developed  specifically  for  GSM  and 
international  analog  network  operators 
and  service  providers. 

- CBIS  Advantage  provides  system 
flexibility,  real-time  rating  and  a 
modular  platform  architecture  to 
efficiently  handle  increasing  subscriber 
and  message  volumes. 

- Its  modular  configuration  allows 
network  operators  to  choose  the  system 
components  that  are  specifically  needed, 
such  as  Customer  Administration, 

Billing,  Provisioning,  Collection,  Rating, 
Repricing,  Payment  Processing,  Credit 
Control,  the  Subscriber  Identity  Module 
(SIM),  and  the  GSM  Roaming  Module 
(TAP). 
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• The  Flexible  Document  Presentation 
System  (FDPS)  is  a document  formatting 
tool  that  enables  service  providers  to 
highly  individualize  customer  documents 
and  more  effectively  communicate  and 
interact  with  customers.  FDPS 
capabilities  and  features  include  an 
adaptable  design  for  documents,  pages, 
and  data  elements;  automatic  page  break 
and  format;  a graphical  user  interface; 
simultaneous  target  marketing 
campaigns;  and  multilingual  support. 

• Switch  Manager  5 is  a provisioning 
application  that  allows  wireless  billing 
systems  automatically  to  activate  wireless 
switches.  Home  Location  Registers,  Voice 
Recognition  Units,  paging  terminals, 
Positive  Roamer  Verification  systems,  and 
other  network  elements.  Switch 
Manager  5 benefits  include  increased 
system  performance,  greater  hardware 
scaleability,  easier  code  modifications,  and 
a simpler  physical  network  operations 
environment. 

• CDPD  combines  CBIS’s  wireless  billing 
system  with  accounting  server 
applications  to  provide  a real-time  data 
collection  device  for  formatting  and 
distributing  CDPD  records.  CBIS’s  CDPD 
solution  combines  billing  in  the  back  end 
with  a front-end,  UNIX-based  product  for 
CDPD  usage  acquisition  and  distribution. 

• The  CableMaster  2000  Subscriber 
Management  and  Billing  Solution  was 
developed  specifically  for  the  cable 
industry.  Since  its  introduction  in  1982, 
the  system  has  been  installed  in  nine 
countries  and  manages  nearly  eight 
million  subscribers. 

• ICOMS  (Integrated  Communications 
Operations  Management  System)  is  a 
multiservice,  fully  integrated  subscriber 


management  and  billing  system  that  adds 
cable  telephony  capabilities  to 
CableMaster’s  functionality.  It  runs  on 
IBM  midrange  hardware. 

CB1S  also  supplies  a range  of  services  to 
support  its  software  development  projects, 
including  the  following: 

• Consulting 

• Transition  and  migration  planning 

• Migration  and  integration  services 

• System  customization 

• Installation 

• Documentation  and  training 

• Maintenance 

Contracts 

In  July  1996,  CBIS  and  Sprint  Spectrum 
L.P.  signed  a five-year  contract  with  a value 
Sprint  Spectrum  estimates  will  likely  exceed 
$200  million.  Sprint  Spectrum  will  deploy 
CBIS’s  Precedent  2000  wireless  business 
management  solution  for  its  Personal 
Communications  Services  (PCS)  network. 

In  July  1996,  CBIS  announced  a three-year 
contract  renewal  with  Motorola  Cellular 
Services,  Inc.  for  cellular  customer  care  and 
billing. 

In  June  1996,  CBIS  signed  a seven-year 
outsourcing  contract  renewal  with  Comcast 
Cellular  Communications  Inc.  of 
Philadelphia  to  provide  cellular  telephone 
customer  care  and  billing  support. 

In  June  1996,  CBIS  announced  it  would 
implement  its  Integrated  Communications 
Operations  Management  System  for  SBCC, 
a division  of  Tele  West,  pic,  the  largest  cable 
TV  operator  in  the  U.K. 

In  March  1996,  CBIS  announced  a five-year 
agreement  with  AT&T  to  provide  billing 
services  to  support  AT&T’s  entrance  into  the 
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local  telephony  market.  CBIS  will  provide 
data  processing,  software  development,  and 
professional  consulting  services. 

In  March  1996,  CBIS  announced  a seven- 
year  contract  with  North  American 
Wireless,  Inc.  (NAWI)  whereby  CBI  will 
provide  NAWI  with  PCS  customer  care  and 
billing  services  using  Precedent  2000. 

In  July  1995,  CBIS  signed  a multiyear 
contract  with  Sprint  Cellular  Company 
under  which  CBIS  will  process  Sprint’s 
CDPD  billing  information  at  CBIS  data 
centers  in  a service  bureau  environment. 

In  July  1995,  CBIS  was  awarded  a four-year 
contract  valued  at  approximately  $36 
million  to  enhance  and  support  Cantel’s 
current  Cellware  billing  and  customer  care 
system. 

In  November  1994,  CBIS  was  chosen  by  the 
North  American  Cellular  Network 
(NACN) — a wholly  owned  subsidiary  of 
McCaw  Cellular — to  participate  in  its 
international  roaming  call  delivery  service. 

• NACN  is  an  organization  that  provides 
call  delivery  service  to  more  than  50 
cellular  carriers  throughout  the  U.S.  and 
Canada  and  the  international  roaming 
facilities  of  GSM  digital  networks  in 
nearly  30  countries  around  the  world. 

• CBIS  provides  NACN  clearinghouse 
functionality  and  integrated  message 
processing.  In  locations  where  CBIS’s 
Macro/Cell  system  is  used  for  actual  bill 
production,  CBIS  also  provides  a fully 
integrated  cellular  bill. 

In  September  1994,  CBIS  was  awarded  a 
contract  to  provide  a custom  billing  system 
for  Unitel  Communications  of  Toronto. 


In  September  1994,  CBIS  received  a renewal 
contract  from  First  Cellular  Omaha  to 
provide  billing  and  other  information 
management  services  using  CBIS’s  Cellware 
software. 

In  August  1994,  CBIS  received  a contract 
renewal  from  McCaw  Cellular  (now  AT&T 
Wireless  Services)  through  1999,  whereby 
CBIS  is  the  exclusive  provider  of  billing  and 
related  services  for  McCaw’s  cellular 
subscribers  in  the  U.S.  The  contract  is 
expected  to  generate  revenues  in  excess  of 
$600  million.  The  contract  also  includes  a 
provision  that  would  allow  McCaw  to  use 
CBIS’s  next-generation  billing  management 
solution.  Precedent  2000. 

Clients 

Major  clients  include  AT&T,  AT&T  Wireless 
Services  (formerly  McCaw  Cellular) 
Ameritech  Cellular  Services,  Bay  Area 
Cellular,  British  Telecom,  Cantel, 

Centennial  Cellular,  Cincinnati  Bell 
Telephone,  Comcast,  Cox  Broadcasting, 
MATRIXX  Marketing,  Mercury  One  2 One, 
MTel,  Nippon  Telephone  & Telegraph,  PCS 
PrimeCo,  PTT  Telecom  Netherlands,  Puerto 
Rico  Telephone  Corporation,  Southwestern 
Bell  Mobile  Systems,  Sprint  Cellular,  Swiss 
Telecom  PTT,  Telecom  Australia,  360° 
Communications,  Time  Warner,  Unitel, 
Videotron,  and  Westlink. 

Marketing  and  Sales 

CBIS  primarily  markets  its  services  through 
a direct  sales  force. 

Alliances 

CBIS  has  numerous  alliances/marketing 
agreements  with  various  vendors,  including 
the  following  strategic  partners: 
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• Hewlett-Packard 

• Independence  Technologies 

• Oracle 

• Persistence 

• Sun  Microsystems 

• Tandem  Telecom 

In  March  1996,  CBIS  and  Coral  Systems, 

Inc.  announced  a joint  marketing  agreement 
under  which  CBIS  will  provide  Coral 
Systems’  FraudBuster  and  ChurnAlert 
solutions  to  CBIS’s  service  bureau  clients  for 
fraud  prevention. 

Competitors 

CBIS  competitors  include  ALLTEL 
Information  Services,  AMDOCS,  American 
Management  Systems,  Andersen 
Consulting,  Computer  Sciences  Corporation, 
and  EDS.  Competition  also  comes  from 
solutions  developed  “in-house.” 


Assessment 

CBIS  has  established  long-term 
relationships  for  billing  and  customer  care 
support  with  several  major  companies  in  the 
emerging  PCS  industry. 

• These  include  the  top  three  holders  of  A 
and  B licenses  awarded  for  PCS,  with  two- 
thirds  (by  population)  of  the  A and  B 
licenses  awarded,  extending  CBIS’s 
service  bureau  coverage  to  49  of  the 
nation's  largest  wireless  markets. 

• CBIS  also  will  support  AT&T’s  billing  and 
customer  care  requirements  as  it  re-enters 
the  market  for  local  telephone  services. 


Parent  Company 

Cincinnati  Bell  Inc. 

201  East  Fourth  Street 

P.O.  Box  2301 

Cincinnati,  OH  45201 

Phone:  (513)  397-9900 

Total  Revenue  (12/31/95):  $1,336.1  million 


Cincinnati  Bell  Information  Systems  Inc. 

August  1996  ©INPUT  1996  Reproduction  prohibited. 


Page  9 of  9 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


June  1996 

Cincom  Systems,  Inc. 


President  & CEO:  Thomas  M.  Nies 

2300  Montana  Ave. 

Cincinnati,  OH  45211 
Phone:  (513)  662-2300 

Fax:  (513)481-8332 

Internet:  http://www.cincom.com 


Status:  Private 

Employees:  980 

Revenue:  $155,000,000 

Fiscal  Year  End:  (9/30/95) 


Key  Points 

• Cincom  Systems,  Inc.  is  a privately  held 
software  company  offering  manufacturing 
and  financial  applications  as  well  as 
complete  solutions  for  object-oriented  and 
fourth-generation  language  application 
development,  client/server  and  object- 
relational  databases,  work-flow  automation, 
and  document  management. 

• In  March  1996,  Cincom  and  IBM  announced 
a strategic  global  partnership  consisting  of 
technology,  service,  and  marketing 


initiatives  to  deliver  manufacturing 
solutions  to  joint  customers. 

• In  January  1996,  Cincom  introduced  the 
CONTROL:Acquire™  suite  of  software 
products,  the  most  recent  addition  to  the 
company’s  enterprise  management  product 
line. 

In  December  1995,  Cincom  released  TOTAL 
FrameWork™,  the  industry’s  first  object- 
oriented  application  assembling  environment. 

Company  Description 

Cincom  Systems,  Inc.,  founded  in  1968,  was 
incorporated  in  Ohio  as  a firm  specializing  in 
database  software.  Cincom  entered  the 
database  management  system  market  in  1969 
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with  the  delivery  of  the  high-performance, 
large-volume  DBMS,  TOTAL™. 

Cincom  software  products  run  under  a variety 
of  operating  systems,  including  UNIX,  NT, 
and  all  the  major  host-based  proprietary  and 
non  proprietary  operating  systems  and 
support  platforms  from  Hewlett-Packard,  Sun 
Microsystems,  IBM,  Digital  Equipment,  Data 
General,  Sequent,  Fujitsu,  Groupe  Bull,  and 
Siemens-Nixdorf. 

Organization  and  Structure 

Cincom  is  organized  into  integrated  product- 
specific  divisions.  Each  division  is  responsible 
for  the  development,  support,  marketing,  and 
sale  of  its  specific  product  line. 

• Divisions  include:  the  Advanced  Technology 
Group,  Business  Control  Systems,  and  the 
Document  Solutions  Group. 

• Complementing  these  product-specific 
divisions  are  Cincom’s  Greater  Asia/Pacific 
operation,  Latin-American  Licensee,  and 
Legal  and  Administrative  Services  divisions, 
and  Finance. 

Cincom  is  headquartered  in  Cincinnati  (OH) 
with  U.S.  regional  offices  located  in  Atlanta 
(GA),  Boston  (MA),  Chicago  (IL),  Dallas  (TX), 
Irvine  and  San  Francisco  (CA),  Minneapolis 
(MN),  Philadelphia  (PA),  Pittsburgh  (PA),  St. 
Louis  (MO),  and  Washington  D.C. 

Regional  international  headquarters  are 
located  in  London  (England),  Copenhagen 
(Denmark),  Paris  (France),  Frankfurt 
(Germany),  Tokyo  (Japan),  Sydney 
(Australia),  Singapore,  Hong  Kong,  Sao  Paulo 
(Brazil),  Monaco,  and  Toronto  (Canada). 

• Other  international  offices  are  located  in 
Montreal,  Ottawa,  and  Vancouver  (Canada); 


Maidenhead  and  Manchester  (England): 
Edinburgh  (Scotland);  Geneva  and  Zurich 
(Switzerland);  Brussels  (Belgium); 
Nieuwegein  (the  Netherlands);  Eschborn 
(Germany);  Gothenburg  (Sweden);  Oslo 
(Norway);  Osaka  (Japan);  Melbourne 
(Australia);  Wellington  (New  Zealand);  Rio 
de  Janeiro  (Brazil);  Madrid  and  Barcelona 
(Spain);  and  Mexico  City  (Mexico). 

• Independent  agents  market  Cincom’s 
products  in  Argentina,  Chile,  Colombia, 
Equador,  Finland,  Greece,  Guatemala, 
Indonesia,  Israel,  Italy,  Korea,  Malaysia, 
Panama,  Peru,  the  Philippines,  Portugal, 
Saudi  Arabia,  South  Africa,  Spain,  Taiwan, 
Thailand,  Turkey,  Uruguay,  Venezuela,  and 
Yugoslavia. 

Company  Strategy 

The  foundation  of  Cincom’s  strategy  is  its 
customer  focus.  The  company  is  committed  to 
providing  strategic  and  tactical  support  for  its 
clients’  information  systems.  Cincom  provides 
innovative  new  technologies  through  internal 
development  as  well  as  through  global 
strategic  alliances  with  other  leading 
providers  of  complementary  technologies  and 
services. 

Cincom  is  committed  to  helping  its  clients 
successfully  implement  and  integrate 
technologies  by  providing  comprehensive  and 
ongoing  services  from  the  outset  of  any 
initiative.  The  company’s  objective  is  to 
streamline  its  clients’  implementation  and 
expedite  their  return  on  investment.  The 
company  is  committed  to  lowering  clients’ 
risk,  reducing  their  costs,  and  saving  time. 

Financials 

Cincom’s  fiscal  1995  revenue  reached  $155.0 
million,  a 3%  increase  over  revenue  of  $150.0 
million  for  fiscal  1994. 
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Fiscal  1995  revenue  growth  was  attributed  to 
the  introduction  of  new  product  technology. 


Research  and  development  expenditures  were 
approximately  12%  of  revenue  in  both  fiscal 
years  1995  and  1994. 


Cincom  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

9/96 

9/95 

9/94 

9/93 

9/92 

Revenue 

$168.0 

$155.0 

$150.0 

$156.0 

$158.0 

• Percent  change  from 

(a) 

previous  year 

8% 

3% 

(4%) 

(1%) 

2% 

(a)  Projected  fiscal  1996  revenue. 


Revenue  Analysis  by  Product/ Service 

One  hundred  percent  of  Cincom’s  fiscal  1995 
revenue  was  derived  from  software  products 
and  associated  support  services.  Source  of 
revenue,  by  product  line,  is  estimated  as 
follows: 


Database 40% 

Application  development 23% 

Manufacturing 29% 

Other 8% 


100% 

Market  Financials 

Cincom  markets  its  products  to  Fortune  1000 
companies  across  industries,  and  to  federal, 
state,  and  local  government. 

Geographic  Markets 

Approximately  38%  of  Cincom’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  62% 
from  international  sources. 

A further  breakdown  of  fiscal  1995  revenue 
follows: 


North  America 42% 

Europe 41% 

Asia/Pacific 13% 

South  America 2% 

Other 2% 


100% 

The  company  currently  has  more  than  60 
offices  in  20  countries,  and  more  than  20 
distributors  located  internationally. 

Employees 

In  fiscal  1995,  Cincom  had  a total  of  980 
employees,  494  in  the  U.S.  and  486 
internationally. 

Key  Products  and  Services 

Software  Applications 
CONTROL™ — A portfolio  of  business 
applications  that  supports  the  complete 
business  cycle  of  companies  manufacturing 
and  repairing  highly  engineered  products. 

• CONTROL  is  based  on  an  open  client/server 
architecture,  combining  a graphical  user 
interface  and  multiple  database  support. 
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• CONTROL  is  available  on  leading  UNIX 
platforms,  including  Hewlett-Packard, 
Digital  Equipment,  and  IBM  RISC 
System/6000  and  System/390  Parallel 
Servers. 

• CONTROL  is  an  enterprise  management 
software  suite  organized  around  business 
planning,  prospecting,  proposing,  order 
management  procurement,  manufacturing, 
delivery,  and  service  and  support  processes. 

- CONTROL:Acquire™,  Cincom’s  latest 
suite  of  enterprise  management  software 
products,  is  a suite  of  software  products 
that  supports  bidding  activities. 

TOTAL  FrameWork™ — An  application 
development  tool  introduced  in  December 
1995,  that  combines  an  object-relational 
database,  object-oriented  applications 
assembly  tools,  and  workflow  automation. 

• All  components  are  designed  on  an  open  and 
extendible  architecture,  allowing  the 
integration  of  existing  applications  and  tools 
into  TOTAL  FrameWork. 

• All  components  are  integrated  through 
Microsoft’s  OLE/COM,  allowing  any  OLE- 
compliant  tools  to  use  and  be  integrated  into 
TOTAL  FrameWork. 

• TOTAL  FrameWork  combines  workflow 
automation  with  component-based 
application  assembly  and  data  integration. 

- WorkFlow  FrameWork™ 

- Assembly  FrameWork™ 

- Persistence  FrameWork™ 

AuroraDS™ — Client/server  document  system 
allowing  production  automation  for  the 
insurance,  financial,  and  utilities  industries, 
as  well  as  government  agencies. 


• AuroraDS  allow  users  to  create,  produce, 
assemble,  and  print  documents  at  the  client 
location  or  remotely,  on  their  own  local 
network  or  through  a host  mainframe  or 
UNIX  system. 

• AuroraDS,  marketed  internationally,  is 
installed  in  over  800  organizations 
worldwide. 

• AuroraDS  also  provides  access  to  data  and 
documents,  archiving,  production,  and 
printing  on  existing  host  systems. 

- AuroraDS  Host/UNIX 

- (MANAGE/Series™) 

- Text  (M/Text™) 

- Spell  (M/Spell™) 

- Graph  (M/Graph™) 

- Archive  (M/Archive™) 

- PrintManager  (M/PrintManager™) 

- Host  Adaptor  (not  UNIX) 

- AuroraDS  Workstation 

- Designer 

- Customizer 

- Power  Writer 

- Document  Assembly  Server 

- Workstation  Adaptor 

Other  Technologies 

Database  Management  Systems — Cincom’s 
SUPRA®  Server  is  an  SQL-based,  relational 
client/server  database  than  runs  across  all 
platforms,  from  the  largest  MVS/ESA 
mainframe  to  VSA,  Digital,  Hewlett-Packard, 
UNIX,  and  the  PC. 

Application  Development — Cincom’s 
Application  Generation  System, 
AD/Advantage®  is  an  integrated,  interactive 
environment  that  automates  development 
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activities  throughout  the  application 
development  life  cycle. 

Clients 

A sample  list  of  Cincom  clients  is  shown  in  the 
exhibit  on  the  following  page. 

Marketing  and  Sales 

Cincom  markets  its  products  in  the  U.S. 
through  a direct  sales  force. 

Independent  agents  market  Cincom’s  products 
in  Argentina,  Chile,  Colombia,  Equador, 
Finland,  Greece,  Guatemala,  Indonesia, 

Israel,  Italy,  Korea,  Malaysia,  Mexico, 
Panama,  Peru,  the  Philippines,  Portugal, 
Saudi  Arabia,  South  Africa,  Spain,  Taiwan, 
Thailand,  Turkey,  Uruguay,  Venezuela,  and 
Yugoslavia. 

Alliances 

In  March  1996,  Cincom  and  IBM  announced  a 
strategic  global  partnership  to  deliver 
manufacturing  solutions  to  joint  customers 
worldwide. 

• This  partnership  is  comprised  of  technology, 
service,  and  marketing  initiatives  targeted 
to  IBM  customers  implementing  Cincom’s 
Enterprise  Resource  Planning  (ERP) 
software,  CONTROL™. 

Cincom’s  recent  partnership  agreements  with 
organizations  around  the  world  include: 


Belgium— CIMAD  and  CAP  VOLMAC 

France — Arche  2 and  Klee 

Germany — Better  Office,  C.O.M.,  Jung 
Electronic,  and  Object  Leaders 

Northern  Europe — Enator 

Canada — Mark  Winter  Associates 

U.K  — Salamander 

U.S. — Action  Technologies,  Semaphore, 
Syrinx,  and  VMARK 

India — Advanced  Synergic  Microsystems  and 
HCL-Hewlett-Packard 

Thailand — Copyright  Corporation 

Malaysia — Uniphoenix  Technology  and 
Guthrie  Solutions 

INPUT  Assessment 

Cincom  considers  its  strengths  to  include: 

• Twenty-eight  years  of  software  experience 

• Worldwide  presence  and  support 

• Technologically  advanced  solutions 

Challenges  facing  the  company  over  the 
coming  year  include: 

• Expanding  distribution  channels 

• Managing  growth  in  new  markets 
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Exhibit 

Cincom  Systems,  Inc. 
Client  List 


3M 

Aerojet  Electro  Systems 
Aerospatiale 

Aetna  Life  Insurance  Company 
Airbus  Service  Company,  Inc. 

Alcatel 

Alcoa  Composites,  Inc. 

Allstate  Insurance 
Altos  Homos  de  Mexico  S.A. 
American  Express  Travel-Related 
Services 

American  General 

American  Health  & Life  Insurance 

American  Heritage  Life  Insurance 

American  Standard 

Amex  Life  Insurance  Company 

Amherst  College 

Anheuser-Busch 

Atlanta  Gas  Light  Company 

Australian  Submarine  Corporation 

Banc  One 

Barclays  Bank 

Benetton 

BF  Goodrich 

BMW/Rolls-Royce 

Boeing 

British  Petroleum 
British  Steel  Pic 
BT  Industries 

Canadian  Department  of  National 
Defense 

Carleton  Technologies,  Inc. 

Carolina  Power  and  Light 

Caterpillar  Champion  International 

Ciba  Geigy 

Citicorp 

Coca-Cola 

Columbus  Life  Insurance  Company 
Consumers  Life  Insurance  Company 
Crawford  Fitting  Company 
Department  of  Navy — FMSO 


Dowty  Aerospace 
DuPont 
Ericsson 
Ethicon 

Fairchild  Fasteners 

Ferrero 

Fiat 

Fleetguard,  Inc. 

Fleischmann 

General  American  Life  Insurance 
General  Dynamics 
General  Electric  Corporation 
Goodyear 

Grumman  Data  Systems 
H.J.  Heinz  Company  Ltd. 

Hallmark 

Helsinki  University  Central  Hospital 
Hershey  Foods  Corporation 
Hill-Rom  Company,  Inc. 

Hitachi  Semiconductor 

Honda 

Honeywell 

ICI  Pic 

Ingersoll-Rand 

Johnson  & Johnson 

Kraft  General  Foods 

Lucas  Aerospace  Magnavox 

Martin-Baker 

Massey-Ferguson 

MasterCard  International 

May  Clinic 

McDonnell  Douglas 

Mead  Corporation 

Mercedes  Benz 

Messier-Bugati 

Michelin 

Mitsubishi 

Moet  & Chandon 

Monsanto 

Nabisco 

National  Science  Foundation 


Neles-Jamesbury 
Nestle  K.K. 

Northwestern  Mutual  Life  Insurance 
Norwich  Union  Life  Insurance 
Oerlikon  Aerospace,  Inc. 

Ohio  Edison 
Ohio  University 
ORGANON 
OTIS 

Parke-Davis 
Philips  Electonics 

Prudential  Insurance  Property  and 
Casualty 

PSA  - Peugeot 

Public  Employees  Retirement  System 

Reader’s  Digest 

Renault 

Rockwell  International 

Rolls-Royce 

Rosyth  Royal  Dockyard 

Sanyo  Electric 

Security  First  Group 

Sharp  Electronics 

Siemens-Plessey 

Social  Security  Administration 

Standard  Elektrik  Lorenz 

Tel  Aviv  University 

Trane  Company 

United  Distillers 

USG  Annuity  & Life 

U.S.  Department  of  Labor 

Vickers 

Wagstaff  Engineering 

Warner  Robbins  Air  Force  Base 

Westinghouse 

Wells  Manufacturing 

World  Financial  Network  National  Bank 

Xerox 

Yamaha 

Zeneca  Pharmaceuticals 
Zenith  Insurance 
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Status:  Public 

Employees:  2,443  (9/94) 

Revenue:  $1,242,975,000 

Fiscal  Year  End:  7/31/94 


Key  Points 

• Cisco  Systems  is  a leading  supplier  of 
internetworking  products  that  link  different 
computer  networks  together  and  allow  them 
to  communicate. 

• On  January  31,  1995,  John  Morgridge, 
former  president  and  CEO,  became 
chairman  of  the  board.  John  Chambers  took 
over  as  president  and  CEO. 

c 


• In  January  1995,  Cisco  acquired 
Lightstream  Corp.,  which  is  now  known  as 
Cisco’s  Lightstream  Business  Unit. 

• In  December  1994,  Cisco  acquired  Kalpana, 
Inc.,  a leading  provider  of  Ethernet 
switches. 

• In  August  1994,  Cisco  completed  the 
acquisition  of  Newport  Systems  Solutions 
which  is  now  part  of  Cisco’s  Access  Business 
Unit. 

Company  Description 

Cisco  Systems,  Inc.,  founded  in  1984, 
develops,  manufactures,  markets  and 
supports  multiprotocol  internetworking 
systems  and  software  for  enterprise-wide 
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networks.  The  company’s  products  include  a 
suite  of  routers,  bridges,  Ethernet,  Token 
Ring  and  ATM  switches,  access  servers  and 
router  management  applications. 

Organization  and  Structure 

Cisco  is  headquartered  in  San  Jose  (CA).  The 
company  is  organized  into  five  main  business 
units  as  follows: 

• Workgroup  Business  Unit 

• Access  Business  Unit 

• Lightstream  (ATM  high-end)  Business  Unit 

• Core  Business  Unit 

• IBM  Business  Unit 

Company  Strategy 

Cisco’s  goal  is  to  become  a truly  global 
company.  The  company  has  leveraged  various 
technical  and  distribution  agreements  with 
leading  players  in  the  networking  industry. 
The  company  has  formed  several  marketing 
and  technical  partnerships  with  service 
providers,  switch  vendors,  hub  providers  as 
well  as  systems  integrators  in  order  to  remain 
competitive  in  a dynamic  marketplace. 

Cisco  develops  products  that  comply  with 
industry  standards  that  allow  interoperability 
among  disparate  systems. 


• Cisco  s products  are  based  on  data  networks 
such  as  Ethernet,  Token  Ring.  FDDI.  CDDI. 
ATM,  Frame  Relay,  ISDN.  SMDS  and  X.25. 

• The  company’s  products  support 
communication  protocols  that  include 
AppleTalk,  Banyan  VINES,  DECnet.  Novell 
IPX,  OSI,  SDLC,  SNA,  TCP/IP,  XNS  and 
bridging. 

Financials 

Cisco’s  fiscal  1994  revenue  exceeded  $1.24 
billion,  a 92%  increase  over  fiscal  1993 
revenue  of  $649.0  million.  Net  income  was 
$314.9  million  in  fiscal  1994,  compared  to  net 
income  of  $172.0  million  in  fiscal  1993. 

A five-year  financial  summary  is  shown  on  the 
following  page. 

Revenue  growth  in  fiscal  1994  was  mainly  due 
to  the  following: 

• Increased  sales  of  Cisco  3000,  Cisco  4000 
and  Cisco  7000  routers 

• New  product  sales  (Cisco  2500  and  Cisco 
7010) 

• A rise  in  sales  of  add-on  boards 

• Growth  in  international  sales 
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Cisco  Systems 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

7/94 

7/93 

7/92 

7/91 

7/90 

Revenue 

$1,242.9 

$649.0 

$339.6 

$183.2 

$69.8 

• Percent  change  from 

previous  year 

92% 

91% 

85% 

162% 

152% 

Income  before  taxes 

$509.5 

$275.1 

$136.1 

$70.8 

$23.5 

• Percent  change  from 

previous  year 

85% 

102% 

92% 

201% 

236% 

Net  income 

$314.9 

$172.0 

$84.4 

$43.2 

$13.9 

• Percent  change  from 

previous  year 

83% 

104% 

95% 

211% 

231% 

Earnings  per  share 

$1.19 

$0.67 

$0.33 

$0.17 

$0.06 

• Percent  change  from 

previous  year 

78% 

103% 

94% 

183% 

N/A 

Research  and  development  expenditures  were 
approximately  $88.8  million  (7%  of  revenue), 
$44.3  million  (7%  of  revenue)  and  $26.7 
million  (8%  of  revenue)  in  fiscal  1994,  fiscal 
1993  and  fiscal  1992  respectively. 

Interim  Results 

Revenue  for  the  six  months  ending  January 
29,  1995  was  $847.8  million,  compared  to 
$550.6  million  for  the  same  period  in  1993. 

Net  income  was  $152.3  million,  compared  to 
net  income  of  $141.0  million  for  the  same 
period  a year  ago. 

Market  Financials 

Cisco  markets  its  products  to  various  vertical 
markets,  including  industrial,  financial, 
telecommunications,  service,  retail, 
government  and  education.  To  date,  Cisco  has 


an  installed  base  of  more  than  250,000 
internetworking  products  for  more  than 
20,000  customers  in  more  than  40  countries. 

Geographic  Markets 

In  fiscal  1994,  revenue  derived  from  the  U.S. 
increased  by  about  97%  over  that  of  fiscal 
1993. 

A summary  of  source  of  revenue  appears  on 
the  following  page. 

International  sales,  primarily  to  Europe,  the 
Pacific  region  and  Canada  were  $520.5  million 
in  fiscal  1994,  compared  to  $252.9  million  in 
fiscal  1993  and  $122.3  million  in  fiscal  1992. 
Export  sales  in  these  regions  were  $376.2 
million  in  1994,  $166.3  million  in  1993  and 
$77.7  million  in  1992. 
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Cisco  Systems 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

7/94 

7/93 

7/92 

Geographic  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

US. 

$864.4 

70% 

$463.4 

71% 

$249.4 

73% 

Export  Sales 

376.2 

30% 

166.3 

26% 

77.7 

23% 

Other  international 

144.2 

12% 

86.6 

13% 

44.6 

13% 

(Eliminations) 

(141.9) 

(12%) 

(67.3) 

(10%) 

(32.1) 

(9%) 

Total 

$1,242.9 

100% 

$649.0 

100% 

$339.6 

100% 

Acquisitions 

Significant  acquisitions  made  by  Cisco  over 

the  past  two  years  include  the  following: 

• In  January  1995,  Cisco  acquired 

Lightstream  Corp.  of  Billerica  (MA). 

- Lightstream  manufactures  enterprise- 
level  ATM  switches  (Lightstream  2020). 

- Lightstream  has  formed  a core  unit  within 
Cisco,  known  as  the  Lightstream  Business 
Unit. 

- The  acquisition  was  accounted  for  as  a 
pooling  of  interests. 

• In  December  1994,  Cisco  acquired  Kalpana, 

Inc.,  a privately  held  company  based  in 

Sunnyvale  (CA). 

- Kalpana  manufactures  and  markets 
Ethernet  switches. 

- At  the  time  of  the  acquisition,  Kalpana 
had  approximately  150  employees. 

- The  acquisition  was  accounted  for  as  a 
pooling  of  interests. 


• In  August  1994,  Cisco  acquired  Newport 
Systems  Solutions,  Inc.,  a privately  held 
networking  company. 

- Newport  provides  software-based  routers 
for  remote  network  sites. 

- The  transaction  was  accounted  for  as  a 
pooling  of  interests. 

• In  September  1993,  Cisco  acquired 
Crescendo  Communications,  a workgroup 
systems  company. 

- Crescendo  has  formed  a core  group  within 
Cisco,  called  Workgroup  Business  Unit. 

- The  acquisition  was  accounted  for  as  a 
pooling  of  interests. 

Investment 

In  February  1995,  Cisco  purchased  a 
preferred  stock  equity  interest  in  NETSYS 
Technologies,  Inc.  based  in  Palo  Alto  (CA). 
Formed  in  April  1991,  NETSYS  develops  and 
markets  software  tools  for  automated,  real- 
time network  problem  solving  and  planning 
for  local  and  wide-area  networks. 
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Employees 

As  of  September  25,  1994,  Cisco  had  2,443 
employees  segmented  as  follows: 


Domestic  marketing  and  sales 714 

Customer  support 250 

Engineering 566 

Manufacturing 290 

Finance  and  administration 275 

Total  U.S.  employees 2,095 

International  employees 348 


2,443 

Key  Products  and  Services 

Cisco’s  internetworking  products  connect  and 
manage  communications  among  local  and 
wide-area  networks  that  employ  a variety  of 
protocols  and  media  interfaces. 

Routers 

Cisco’s  high-end  routers  include: 

• Cisco  AGS+ — A high-end  router 

• Cisco  7000/7010 — The  Cisco  7000  family  of 
internetworking  platforms  includes  two 
models — the  Cisco  7000  and  Cisco  7010. 

- In  1993,  Cisco  started  shipping  its  first 
Cisco  7000  family  of  routers  for  use  in 
ATM  networks.  Cisco  7000/7010  are 
targeted  at  customers  requiring  high 
performance  and  applications  availability. 

- These  routers  provide  performance  of  upto 
250,000  packets  per  second.  Cisco  also 
has  an  ATM  Interface  Processor  (AIP)  for 
the  Cisco  7000  router  family.  This 
interface  card  is  capable  of  rates  upto  155 
Mbps  and  allows  high  speed 
communication  between  the  Cisco  7000 
and  7010  routers  and  the  ATM  switches. 

- This  family  of  routers  appeal  to 
telecommunications  companies,  brokerage 
firms,  banks,  large  manufacturing 


companies  and  other  organizations  that 
require  multiple  highly  reliable 
internetwork  connections. 

Cisco’s  access  router  family  includes: 

• Cisco  4000 — A modular  router  that  is 
designed  to  meet  the  needs  of  large  offices 
and  regional  sites 

• Cisco  3000 — A fixed-configuration  platform 
that  provides  full-featured  service 

• Cisco  2509-2512 — Remote  LAN  access 
devices  (routers)  for  the  dial-up  market 

• Cisco  2500 — A platform  that  is  customized 
to  meet  the  needs  of  small  branch  offices 

• Cisco  500-CS — An  asynchronous  dial-up 
router  that  provides  mobile  and  home  users 
full  access  to  corporate  LAN  applications 
and  resources 

• Cisco  AS5100 — Remote  LAN  access  server 
with  integrated  modems  for  the  central  site 
location. 

IBM  Connectivity 

Cisco  offers  a suite  of  IBM  internetworking 
capabilities  such  as  Token  Ring  router 
interfaces;  SDLC  encapsulation  of  SNA  data; 
local  termination  of  Token  Ring  sessions;  LAN 
Network  Manager  support;  mixed-media 
bridging,  translation  and  conversion;  multiple 
prioritization  schemes  and  other  features. 

Network  Management 

Cisco’s  internetwork  management  offerings 
include: 

• Cisco  Internetwork  Operating  System™ 
(IOS) — A framework  that  provides  a single, 
integrated  platform  for  all  network  users 
and  applications 
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• Cisco  Configuration  Builder — A software 
application  that  allows  network  managers  to 
synchronize  configurations  of  multiple 
routers 

• CiscoWorks™ — A series  of  SNMP-based 
productivity  applications  that  allow  users  at 
a central  site  to  manage  their  Cisco  routers 
from  one  integrated  platform.  It  consists  of 
two  components — The  Operating  Series  and 
The  Management  Series. 

• Workgroup  Director™ — An  SNMP-based 
network  management  software  tool  that 
allows  users  to  manage  a cluster  of  hubs 
from  the  same  console 

Workgroup  Products 

Cisco  offers  LAN  workgroup  connectivity 
products  through  its  Workgroup  Business 
Unit.  Products  include: 

• ProStack/Ethernet  switch  from  Kalpana 

• Catalyst™  workgroup  switch 

• Copper  Distributed  Data  Interface 
(CDDI)/Fiber  Distributed  Data  Interface 
(FDDI)  workgroup  concentrators 

• CDDI/FDDI  workgroup  adapters 

• Workgroup  Director — A software 
management  tool  that  monitors  workgroup 
products  that  include  CDDI/FDDI 
concentrators,  LAN  switching  platforms  and 
adapters 

The  company  announced  its  new  networking 
architecture  which  will  be  used  to  provide 
LAN  switches  and  virtual  LANs  as  ATM 
solutions.  The  CiscoFusion  architecture  is 
inherent  in  the  company’s  ATM  router 
interface  and  ATM  switch. 


Cisco  Systems  also  offers  a Hyperswitch  A 100 
which  is  a workgroup  ATM  switch  that 
supports  16  ATM  ports.  Each  port  operates  at 
rates  of  up  to  155  Mbps.  In  addition,  the 
company  has  a enterprise  level  ATM  switch — 
LightStream  2020. 

Some  of  the  interfaces  currently  supported  by 
the  AIP  on  the  ATM  switch  include:  SONET 
SDH  155  Mb  multi  mode  fiber;  SONET  SDH 
single  mode  fiber;  DS3  over  coaxial  cable;  E3 
over  coaxial  cable;  TAXI  100  Mb  multimode 
fiber;  STS3  and  TMI  over  UTP  category  5 and 
STSl  over  UTP  category  3. 

Support  Services 

Cisco  offers  a range  of  support  programs  that 
provide  pre-and  post-sale  consulting,  one-on- 
one  training  and  technical  support.  The 
company  provides  customer  support  and 
service  through  its  Technical  Assistance 
Centers,  located  in  California,  North  Carolina 
and  Belgium. 

In  addition,  Cisco  provides  technical  support 
to  its  customers  worldwide,  via  its  service 
partnerships  with  third-party  providers.  The 
company  offers  on-site  hardware  maintenance 
through  IBM,  NCR  Corporation  and  Hewlett- 
Packard,  worldwide. 

Marketing  and  Sales 

In  the  U.S.,  Cisco  markets  its  products  mainly 
through  its  direct  sales  force  and  resellers. 

The  domestic  direct  sales  staff  is  made  up  of 
approximately  525  employees  based  in  about 
90  field  offices  in  Atlanta,  Boston,  Chicago, 
Cincinnati,  Cleveland,  Columbia,  Dallas, 
Denver,  Durham,  Honolulu,  Houston,  Los 
Angeles,  Miami,  New  York,  Orlando,  Phoenix, 
Pittsburgh,  Portland,  Princeton,  Salt  Lake 
City,  San  Diego,  San  Francisco,  San  Jose, 
Seattle,  St.  Louis  and  Washington,  D.C. 
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In  the  international  marketplace,  Cisco  sells 
its  products  through  distributors,  value-added 
resellers  (VARs),  original  equipment 
manufacturers  (OEMs),  resellers  and  direct 
sales  forces  of  its  subsidiaries.  The  company 
has  approximately  74  distributors  in  Africa, 
Asia,  Australia,  Canada,  Central  and  South 
America,  Europe,  Japan  and  the  Middle  East. 

Subsidiaries  that  provide  sales  support  are 
located  in  Australia,  Austria,  Belgium, 
Canada,  France,  Germany,  Hong  Kong,  Italy, 
Japan,  Mexico,  New  Zealand  and  the  U.K. 

In  addition,  Cisco  has  several  partnerships 
with  service  providers,  switch  vendors,  hub 
providers  as  well  as  systems  integrators. 

Alliances 

Significant  alliances  formed  by  Cisco  include 
the  following: 

• In  1994,  Cisco  agreed  with  LanOptics  Ltd., 
to  jointly  develop  integrated  routing  and 
hub  functionality. 

• In  1994,  Cisco  signed  an  agreement  with 
Alcatel,  whereby  Alcatel  will  integrate  Cisco 
technology  into  its  products  and  will  offer 
Cisco’s  products  as  its  preferred  partner  for 
router  equipment. 

• Cisco  entered  into  an  agreement  with 
Chipcom  that  will  allow  Chipcom  to 
integrate  Cisco’s  IOS  technology  into 
Chipcom’s  products. 

• Cisco  agreed  to  allow  Microsoft  to  integrate 
Cisco’s  PC-based  router  cards  with  Microsoft 
Windows  NT  Advanced  Servers. 

• Cisco  has  an  agreement  with  Cascade 
Communications  that  allows  the  companies 
to  jointly  develop  a multiservice  wide-area 
network  solution. 


• Cisco  has  an  agreement  to  provide 
internetworking  and  routing  components  for 
Cabletron’s  hubs. 

Competition 

Cisco’s  major  competitors  include  Bay- 
Networks (merged  company  of  Wellfleet  and 

Synoptics),  3Com  and  Proteon. 

In  addition,  the  company  also  competes  to  a 

lesser  extent  with  systems  vendors  such  as 

IBM  and  DEC. 

INPUT  Assessment 

Cisco’s  major  strengths  include: 

• Broad  range  of  networking  products 

• High  customer  acceptance 

• High  growth  rate,  year-over-year 

• Acceptance  and  use  of  Cisco  IOS  by  other 
vendors  as  the  de  facto  routing  standard 

Challenges  for  the  company  over  the  coming 

years  include: 

• Being  able  to  sustain  the  growth  the 
company  has  experienced  over  recent  years 

• Enhancing  existing  products  and 
introducing  new  products 
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COMPANY  PROFILE 


C.I.S.  TECHNOLOGIES,  INC. 

One  Warren  Place 
6100  South  Yale  Avenue 
Suite  1900 

Tulsa,  OK  74136-1903 
(918)  496-2451 


Phillip  D,  Kurtz,  Chairman,  President, 
and  CEO 

Public  Corporation,  NASDAQ 
Total  Employees:  313 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $17,776,000 


The  Company 
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C.I.S.  Technologies  (CIS),  founded  in  1985,  provides  electronic 
claims  processing  and  reimbursement  management  services  to  the 
health  care  industry. 

The  company's  goal  is  to  achieve  an  initial  20%  penetration  of  the 
acute-care  hospitals  with  100  or  more  beds  in  the  present  24  states  it 
serves,  and  in  any  additional  states  it  chooses  to  serve.  Plans  for 
1991  include: 

• Beginning  operations  in  four  or  five  new  states  and  establishing 
25  to  30  new  interfaces  with  payers 

• Focusing  on  obtaining  contracts  to  provide  services  to  both 
existing  and  new  hospitals,  with  more  emphasis  on  quality 

• Increasing  profitability 

Through  1990,  Swiss  Reinsurance  Co.  (SwissRe)  owned 
approximately  53%  (13.8  million  shares)  of  CIS'  common  stock. 
During  1990,  SwissRe  made  a strategic  decision  not  to  continue  its 
information  services  businesses  and  announced  its  intention  to  sell 
all  of  its  interest  in  CIS. 

• The  selling  price  of  $1.05  per  share  included  $0.05  per  share  to 
be  reimbursed  to  CIS  to  cover  expenses  incurred  in  effecting  the 
transaction. 

• The  transaction  was  completed  in  February  1991.  CIS  purchased 
one  million  shares  for  treasury;  CIS  associates  purchased  4.1 
million  shares;  institutional  investors  purchased  5.2  million 
shares;  and  individual  investors  purchased  3.5  million  shares. 

In  September  1991,  CIS  acquired  Hospital  Billing  Analysis,  Inc. 
(HBA)  of  Palm  Springs  (CA)  for  approximately  $2.6  million  in  cash 
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and  1.1  million  shares  of  CIS  common  stock.  The  acquisition  was 
accounted  for  as  a purchase. 

• HBA  assists  health  care  providers  with  their  third-party 
insurance  reimbursement  audits.  HBA  currently  services  150 
hospital  clients  in  27  states. 

• HBA  has  200  employees  and  annual  revenue  of  approximately  $8 
million. 

CIS'  1991  revenue  reached  $17.7  million,  a 74%  increase  over  1990 
revenue  of  $10.2  million.  Net  income  rose  from  $121,000  in  1990 
toover  $1.4  million  in  1991.  In  the  four-year  summary  that  follows, 
the  results  of  HBA  have  been  included  from  the  date  of  its 
acquisition. 


CIS  TECHNOLOGIES,  INC. 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

Revenue 

$17,766 

$10,205 

$4,008 

$1,576 

• Percent  change 

from  previous  year 

74% 

155% 

154% 

N/A 

Income  (loss)  before  taxes 

$1,436 

$121 

$(4,211) 

$4,278) 

• Percent  change 

from  previous  year 

★ 

103% 

2% 

2% 

Net  income  (loss) 

$1,431 

$121 

$(4,211) 

$(4,278) 

• Percent  change 

from  previous  year 

★ 

103% 

2% 

2% 

Earnings  (loss)  per  share 
• Percent  change 
from  previous  year 

$0.06 

★ 

* 

$(0.16) 

33% 

$(0.24) 

27% 

Percent  change  exceeds  1,000%. 


CIS  management  attributes  1991  results  to  the  following: 

• Revenue  growth  was  attributed  to  the  addition  of  HBA's  charge 
recovery  services  and  to  new  contracts  signed  for  reimbursement 
management  services  (claims  processing  and  on-site  billing 
management). 

• Of  the  increase  in  1991  revenue,  $3.2  million  was  from  charge 
recovery  services  (HBA). 
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Key  Products  and 
Services 


• During  1991,  72  new  contracts  for  reimbursement  management 
were  signed  and  CIS  processed  12.5  million  claims  worth  $25 
billion.  CIS  processed  7.3  million  claims  in  1990,  2.8  million  in 
1989,  and  1.6  million  in  1988. 

• Net  income  increased  due  to  higher  revenue  from  core 
reimbursement  services,  the  addition  of  charge  recovery  services, 
and  management  of  profit  margins. 

Major  competitors  include  Chicago  Micro  Corporation,  Automated 

Health  Systems,  Sophisticated  Software,  Inc.,  and  Wellmark. 


Approximately  56%  of  CIS'  1991  revenue  was  derived  from 
electronic  claims  processing  and  management  services,  31%  from 
on-site  billing  (systems  operations)  services,  and  13%  from  charge 
recovery  and  auditing  services. 

CIS'  electronic  claims  processing  (ECP)  service  allows  hospitals  to 
reduce  the  time  between  insurance  claims  submission  and  payment. 

• Health  insurance  claim  data  is  downloaded  electronically  from 
the  hospital's  information  system  to  an  on-site  microprocessor. 
The  CIS  software  program  (MED-8000  or  MED-7000  system) 
installed  on  the  client's  microprocessor  then  edits  the  claims 
against  the  6,000  edits  built  into  the  system. 

• Correct  claims  are  stored  for  subsequent  transmission  to  CIS, 
and  claims  with  errors  are  highlighted  for  billing  office  personnel 
to  review  and  correct.  Corrected  claims  are  re-edited  by  the 
system. 

• Hospitals  then  transmit  all  correct  claims  to  the  CIS  host 
computer  in  Tulsa  over  toll-free  telephone  lines.  Editing  and 
transmissions  to  CIS  can  be  performed  24  hours  a day,  seven 
days  a week. 

• Claims  received  by  CIS  are  grouped  by  insurance  payor, 
reconfigured  into  the  format  requested  by  each  payor,  and 
transmitted  electronically  (or  via  mail)  to  the  payors. 

• CIS  currently  edits  and  transmits  over  one  million  claims  each 
month,  with  a dollar  value  of  $2  billion. 

• Fees  are  charged  for  initial  licensing,  training,  and  installation. 
After  the  claims  management  system  is  operational,  clients  are 
charged  a monthly  claims  processing  fee,  based  on  the  number  of 
patient  beds,  as  well  as  a monthly  fee  for  ongoing  software 
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maintenance  and  an  annual  software  license  renewal  fee.  CIS 
charges  hospitals  approximately  $10  per  bed  per  month,  which 
averages  to  between  $0.75  and  $1.00  per  claim  processed. 

• CIS  claims  are  accepted  by  more  than  135  insurance  payors, 
including  Medicare,  Medicaid,  CHAMPUS,  Blue  Cross/Blue 
Shield,  and  most  commercial  payors. 

• CIS  currently  serves  more  than  475  hospitals  in  32  states. 

■ CIS  is  expanding  its  claims  processing  services  to  include 
electronic  remittance  posting,  an  expected  payment  calculator, 
enhanced  electronic  claims  management,  automated  follow-up, 
electronic  eligibility  verification,  and  electronic  funds  transfer. 

In  September  1991,  CIS  was  awarded  a three-year,  $7.1  million 
contract  for  New  York's  Single  Payer  Demonstration  Program,  an 
experiment  in  controlling  wasteful  administrative  spending. 

• CIS  provides  reimbursement  and  professional  consulting  services 
to  the  15  New  York  hospitals  initially  participating  in  the 
program  to  demonstrate  the  cost  effectiveness  of  automating, 
coordinating,  and  standardizing  private  third-party  insurance 
payors  in  a voluntary  system,  rather  than  limiting  health  care  to  a 
single  government  payor. 

CIS'  on-site  reimbursement  management  services  provide  CIS 
personnel  at  client  hospital  sites  in  temporary  situations  to  work  to 
improve  billing  operations,  implement  CIS  electronic  claims 
management  and  follow-up  systems,  and  solve  billing  backlogs. 
Revenue  from  these  services  was  $6.6  million  in  1991,  compared  to 
$4.8  million  in  1990. 

• Charges  for  these  services  are  based  on  negotiated  fees,  which 
are  either  a percentage  of  the  claim  value  submitted  through  the 
electronic  claims  management  system  or  a set  fee,  depending  on 
the  length  of  the  project  and  the  service  provided. 

• There  are  currently  seven  hospital  clients  using  this  service. 

CIS'  charge  recovery  and  auditing  services,  acquired  with  HBA  in 
1991,  are  performed  by  CIS  auditors  at  the  client  hospitals. 

Auditors  compare  insurance  claims  to  patient  files;  verify  that  all 
chargeable  items  and  services  have  been  accurately  billed;  and 
perform  rebilling,  follow-up,  and  collections  services  for  the  claims 
they  identify. 
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Industry  Markets 


Geographic 

Markets 


• This  service  has  historically  identified  net  undercharges 
amounting  to  3%  to  5%  of  the  value  of  the  claims  examined. 

CIS  is  paid  a percentage  of  the  net  undercharges  identified  and 
collected. 

• Various  auditing  services  are  also  provided. 

CIS  Funding  Corporation,  a wholly  owned  subsidiary  of  CIS  formed 
during  1989,  is  developing  services  that  will  allow  hospitals 
immediate  funding  of  up  to  90%  of  qualified  receivables  within  48 
hours  of  processing  patient  claims. 


Ninety-seven  percent  of  CIS'  revenue  is  derived  from  hospitals.  The 
remaining  3%  is  derived  from  other  health  care  clients. 

The  company’s  target  market  is  acute-care  hospitals  with  100  or 
more  beds. 


One  hundred  percent  of  CIS'  1991  revenue  was  derived  from  the 
U.S. 

CIS  offices  are  located  in  Tulsa  (OK),  Atlanta  (GA),  Austin  and 
Dallas  (TX),  New  York,  Chicago  (IL),  Coral  Springs  and  Tampa 
(FL),  Charleston  (SC),  Seattle  (WA),  Baltimore  (MD), 
Fredericksburg  (VA),  Louisville  (KY),  and  Irvine,  Los  Angeles, 
Palm  Springs,  and  San  Francisco  (CA). 

CIS'  reimbursement  management,  charge  recovery,  and  audit 
services  are  used  by  over  470  clients  in  32  states. 
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Claris  Corporation 


President : Guerrino  De  Luca 

5201  Patrick  Henry  Drive 
Box  58168 

Santa  Clara,  CA  95052-8186 
Phone:  (408)  987-7000 

Fax:  (408)  987-7440 

Internet:  http://www.claris.com 


Status:  Subsidiary 

Parent:  Apple  Computer,  Inc. 

Employees:  700(11/96) 

Revenue:  $236,200,000 

Fiscal  Year  End:  9/30/96 


Key  Points 

• Claris  provides  cross-platform  PC  software 
for  business,  education,  and  home  users. 

• Claris  claims  to  be  the  largest  Macintosh 
software  vendor  (measured  by  units 
shipped).  This  year  the  company  expects  to 
ship  approximately  eight  million  units 
(excluding  upgrades),  including  two  million 
Windows  units. 


• Small  business  customers  and  K-12 
education  users  continue  to  be  among  the 
company’s  most  important  markets. 

• Claris  has  formalized  its  Internet  solutions 
and  product  strategy'  and  is  committed  to 
making  the  Internet  truly  usable  for  its 
customers. 

• In  August  1996,  Claris  shipped  Claris  Home 
Page,  an  easy-to-use  solution  for  creating 
World  Wide  Web  pages. 

Company  Description 

Claris,  formed  in  1987,  provides  Macintosh 
and  Windows-based  softwai'e  products  for 
graphics,  integrated,  and  database 
applications.  Products  are  targeted  to  small 
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business,  home,  K- 12  education,  and 
enterprise  markets. 

In  1995,  Claris  began  publishing  software 
under  both  the  Claris  and  Apple  brands. 
Claris  also  has  worldwide  responsibility  for 
distributing  and  selling  all  Apple  software, 
including  systems  software  which  Apple 
continues  to  develop. 

Claris  operates  as  a wholly  owned  subsidiary 
of  Apple  Computer,  Inc. 

• Apple,  based  in  Cupertino  (CA),  provides 
integrated  solutions  based  on  personal 
computers,  servers,  peripherals,  software, 
personal  digital  assistants,  and  Internet 
content  to  business,  education,  consumer, 
entertainment,  scientific  and  engineering, 
and  government  customers  worldwide. 

• Apple,  with  approximately  15,500 
employees,  reported  revenue  of  $9,833 
billion  and  net  losses  of  $816  million  for  the 
fiscal  year  ending  September  27,  1996. 

Organization  and  Structure 

Claris  is  headquartered  in  Santa  Clara  (CA). 

International  subsidiary  offices  are  in 
Australia,  Belgium,  the  Netherlands,  France, 
Germany,  Japan,  Sweden,  New  Zealand,  and 
the  U.K. 

Company  Strategy 

The  company’s  mission  is  to  “ create  and 
publish  award-winning,  simply  powerful 
software  to  propel  business,  education,  and 
home  users  to  even  greater  creativity  and 
productivity.  ” 

Claris  will  continue  to  focus  on  software  for 
small  business,  home,  K-12  education,  and 
enterprise  markets.  To  better  meet 
customers’  needs,  the  company  is  focusing  on 
the  following  future -technology  initiatives: 


• The  Internet  as  an  important  platform  for 
solutions 

• Cross-platform  technologies 

• Component  software  (OLE  and  OpenDoc) 
support 

• World-ready  software 
Internet  Strategy 

The  Claris  Internet  philosophy  is  to: 

• Provide  software  solutions  that  require  little 
or  no  IS  support 

• Serve  customers  with  either  full-time  or 
intermittent  connections 

• Internet-  and  intranet-enable  the  existing 
Claris  product  line 

• Expand  the  Claris  portfolio  consistent  with 
its  customer  focus 

Claris  is  committed  to  “clarifying  the 
Internet”  for  its  customers  by: 

• Expanding  its  product  line  based  on  key 
initiatives  designed  to  bring  the  productivity 
power  of  the  Internet  to  customers, 
including: 

- Dynamic  database  publishing  for  Internet 
and  intranets 

- Web  authoring 

- Internet  e-mail 

• Infusing  its  product  line  with  the  best 
available  Internet  technology,  including: 

- Integrated  application  World  Wide  Web 
access 

- Support  for  the  latest  Web  standards 
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- Pervasive  product  line  HTML  output 

- Web-based  support  and  registration 

Financials 

Fiscal  1996  revenue  reached  $236.2  million,  a 
42%  increase  over  fiscal  1995  revenue  of 
$166.6  million.  A five-year  revenue  summary 
is  shown  below. 

The  high  growth  in  revenue  vear-over-year 
was  due  largely  to  strong  sales  of  Apple-brand 
software,  which  Claris  began  distributing  and 
selling  one  year  ago.  Revenue  from  new  and 


existing  Claris-brand  software  also  grew 
during  the  year. 

• Claris  Home  Page,  which  first  shipped  in 
August  1996,  accounted  for  strong  revenue 
in  the  fourth  quarter. 

• New  Japanese  versions  of  FileMaker  Pro  3.0 
database  software,  ClarisWorks  integrated 
software,  and  Clarislmpact  business 
graphics  software,  all  for  Windows  and 
Macintosh,  shipped  in  the  fourth  quarter 
and  created  strong  revenue  in  Japan. 


Claris  Corporation 
Five-Year  Revenue  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

9/96 

9/95 

9/94 

9/93 

9/92 

Revenue 

$236.2 

$166.6 

$159.7 

$1544 

$104.3 

• Percent  change  from 
previous  year 

42% 

4% 

3% 

48% 

21% 

Source  of  Revenue  by  Product /Service 

One  hundred  percent  of  revenue  is  derived 
from  software  products.  A further  breakdown 
of  revenue  for  fiscal  1996  by  product  line  is 
estimated  as  follows: 


Database  products 30% 

Integrated  products 25% 

Graphics  products 20% 

Apple-brand  software 20% 

Other 5% 


100% 

For  fiscal  1996,  approximately  80%  of  revenue 
was  derived  from  Macintosh-based  products 
and  20%  from  Windows-based  products. 


Market  Financials 

Claris’  revenue  is  derived  from  novice  to 
generalized  computer  users  in  a range  of 
industries. 

Geographic  Markets 

Approximately  50%  of  Claris’  revenue  is 
derived  from  the  U.S.,  30%  from  the 
Asia/Pacific  region,  and  20%  from  Europe. 

Claris  has  localized  is  products  in  more  than 
35  languages. 

Acquisitions 

In  June  1996,  Claris  acquired  Claris  Home 
Page,  a Macintosh  and  Windows  web 
authoring  application,  from  San  Andreas 
Systems  of  Los  Altos  (CA).  Claris  Home  Page 
was  known  by  the  code-name  “Loma  Prieta.” 
Terms  of  the  acquisition  were  not  disclosed. 
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In  July  1995,  Claris  licensed  Claris  Em@iler 
for  worldwide  distribution  from  Fog  City 
Software,  Inc.,  the  developer  of  Claris 
Em@iler  e-mail  management  software. 

Employees 

Claris  currently  has  approximately  700 
employees  worldwide. 

Key  Products  and  Services 

Claris  currently  offers  proprietary  software 
products  for  database,  integrated,  graphics, 
e-mail  management,  and  information 
management,  as  well  as  Apple  systems 
software  products. 

Database  and  Integrated  Products 
FileMaker  Pro  3.0  is  a relational  database 
application  for  Macintosh,  Windows  95, 
Windows  NT,  and  Windows  3.1  environments. 

FileMaker  Pro  Server  3.0  offers  database  file 
sharing  and  supports  up  to  100  concurrent 
Macintosh-  and  Windows-licensed  FileMaker 
Pro  users  via  AppleTalk.  IPX/SPX.  and 
TCP/IP  networks  simultaneously. 

FileMaker  Pro  SDK  3.0  is  used  to  develop  and 
distribute  runtime  FileMaker  solutions. 

ClarisWorks  4.0  is  an  integrated  word 
processing,  outlining,  spreadsheet,  charting, 
database,  presentations,  graphics,  and 
painting  package  for  Macintosh,  Windows  95, 
and  Windows  NT  environments. 

• ClarisWorks — Internet  Edition  includes 
ClarisWorks  4.0  software,  Claris  Home  Page 
2.0,  small  business  templates,  and  WWW 
Yellow  Pages.  The  Windows  95  version  also 
includes  SPRYNET  and  Netscape 
Navigator.  The  Macintosh  version  also 
includes  the  Apple  Internet  Connection  Kit. 


• The  next  version  of  ClarisWorks  for 
Macintosh  will  feature  OpenDoc  container 
support  and  is  expected  to  ship  in  mid- 1997. 

Claris  Organizer  is  an  intelligent  personal 
information  manager  for  the  Macintosh  that 
tracks  contacts,  appointments,  to-do  lists,  and 
notes  in  a single,  integrated  application. 

Language  Dictionaries  provide  international 
spell  checking  for  Claris  products. 

Internet  Product 

Claris  Home  Page  is  a Web  page  authoring 
solution  for  Macintosh  and  Windows 
environments. 

Graphics  Products 

Clarislmpact  2.0  integrates  the  process  of 
creating,  editing,  and  communicating  business 
graphics  with  reports  and  presentations  into 
one  application.  The  application 
automatically  creates  business  graphics  such 
as  organizational  charts,  flow  charts,  data 
charts  and  tables,  outlines,  calendars,  and 
timelines.  The  product  is  available  for 
Macintosh  and  Windows  environments 

ClarisDraw  1.0  is  an  integrated  graphics 
package  that  provides  drawing,  text  effects, 
color  painting,  and  photo  editing.  It  is 
available  for  Macintosh  and  Windows  95  and 
3.1  environments. 

Easy  Business  Cards  is  a do-it-yourself  tool 
for  creating  professional-looking  business 
cards.  It  is  available  for  Windows 
environments. 

E-mail 

Claris  OfficeM@il  is  an  office  and  Internet 
e-mail  solution  for  Macintosh  environments. 

Claris  Em@iler  provides  automated  e-mail 
management  for  Macintosh  environments. 
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Apple  Software 

Leading  Apple  software  products  sold  by 
Claris  includes: 

• Mac  OS  System  7.5  upgrades 

• Apple  Internet  Connection  Kit 

• Apple  Remote  Access 
Support  Services 

The  Claris  Support  Portfolio  offers  standard 
product  support  services  and  advanced 
optional  services  to  single  users,  businesses, 
consultants,  developers,  and  trainers  using  all 
current  Claris  Macintosh  and  Windows 
products. 

Basic  support  services  available  via  the 
Internet  include  the  following: 

• Claris  Techlnfo,  a database  of  thousands  of 
articles  that  answer  the  questions 
customers  ask  most  often 

• Claris  Solutions  Guide,  a database  of 
services  and  solutions  created  specifically 
around  Claris  software  applications  by 
Claris  Solutions  Alliance  members 

• On-line  forums  via  America  Online  and 
CompuServe 

24-hour  automated  telephone  (800)  support 
services  include  the  following: 

• Voice  AnswerLine  includes  prerecorded 
answers  to  the  most  commonly  asked 
technical  and  non-technical  questions. 

• Fax  AnswerLine  sends  technical  and  other 
documents  to  the  customer’s  fax  machine. 

Users  who  register  a Claris  product  receive  90 
days  of  standard  product  telephone  support. 
After  the  90  days,  continued  support  is 


available  through  one  of  the  following 
subscription  services/programs: 

• Subscription  services  include  priority 
unlimited  calls  on  a toll-free  line,  Techlnfo 
Journal,  and  training  product  discounts. 

- Claris  Professional  Support  is  priced  at 
$499  per  year  and  is  designed  for  business 
and  educational  organizations  as  well  as 
professionals  who  support  others  using 
Claris  products. 

- Claris  Advantage  Support  is  priced  at 
$129  per  year  and  is  targeted  to  individual 
users,  small  business,  and  education 
users. 

• The  Claris  Card  enables  users  technical 
support  under  a prepayment  arrangement. 
Priority,  toll-free  access  service  time  is  sold 
in  10-minute  increments  at  a cost  of  $19.95. 

• The  Claris  900  GuideLine  offers  live  priority 
telephone  support,  wdth  calls  charged 
directly  to  the  users  telephone  bill.  The  first 
two  minutes  are  free;  $2  per  minute  is 
charge  after  the  first  two  minutes. 

The  Claris  Solutions  Alliance  was  created 
exclusively  for  software  professionals  and 
publishers  that  provide  solutions  for  Claris 
software  users,  including  software 
development,  training,  and  publishing.  Under 
the  program,  members  (generally  third-party 
vendors)  pay  an  annual  subscription  fee  of 
$249  to  receive  the  following: 

• The  Claris  Information  Source  CD,  a source 
for  evaluating  all  Claris  software  that 
includes  trial  versions  of  Claris  products 
plus  sample  files,  scripts,  presentations,  clip 
art,  and  product  datasheets 

• A free  CD  with  full  working  versions  of 
every  currently  shipped  Claris  product 
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• The  Claris  Solutions  Alliance  Guide,  a 
database  of  members  and  a description  of 
their  products  and  services  (also  distributed 
to  key  Claris  resellers  and  large  customers) 
and  referrals  to  users  via  phone 

• Claris  Plus — Claris  offers  large 
organizations  (corporate  and  education) 
flexible  and  economic  site  licensing 
programs  for  products  and  product 
upgrades. 

• Technical  support,  including:  priority  access 
to  technical  support  experts;  Claris  Techlnfo 
Library,  a database  of  technical  information 
compiled  and  used  by  the  Claris  support 
staff;  Claris  Techlnfo  Journal,  a quarterly 
publication;  and  support  via  America  Online 
and  CompuServe,  including  access  to  a 
private  discussion  area 

• A password-protected  area  on  the  Claris 
Web  site  specifically  for  members 

• Significant  discounts  on  Claris  software  (for 
personal  use  and  training  only) 

Claris  Technical  Training  Seminars  in  the 

U.S.  are  $1,700  per  attendee  per  four-day 

session  or  $900  per  two-day  session. 

Marketing  and  Sales 

Claris  sells  its  products  through: 

• Internet  resellers,  including  Egghead, 
software.net,  Cyberian  Outpost,  NECX 
Direct,  Internet  Shopping  Network,  and 
RCSnet  Superstore 

• More  than  2,500  local  resellers/distributors 
in  the  U.S.,  Canada,  and  40  other  countries 

• Direct  sales 

Claris  has  established  Web  sites  in  the  U.S., 

Belgium,  the  Netherlands,  Australia,  New 


Zealand,  and  Japan  from  which  potential 
customers  may  find  information  and  support 
for  Claris  products,  including  ordering 
information. 

Alliances 

Claris  has  OEM  agreements  with  various 
vendors  for  its  ClarisWorks  Windows  and 
Windows  products. 

Claris  also  has  more  than  1,500  members 
worldwide  of  its  Claris  Solutions  Alliance. 

Competition 

Claris’  primary  competitor  for  both 
Macintosh-  and  Windows-based  products  is 
Microsoft. 

Assessment 

Claris  considers  its  strengths  to  include: 

• Usability  and  customer  satisfaction  with 
products 

• Leadership  in  solutions  for  mainstream 
users 

• A loyal  and  large  customer  base  in  small 
business  and  K-12  educational  institutions 

• Strong  cross-platform  solutions 

• Strong  Internet  product  strategy 

Claris’  key  challenge  is  dealing  with  strong 
competition  in  its  software  application 
categories. 


Parent  Company 

Apple  Computer,  Inc. 

1 Infinite  Loop 
Cupertino,  CA  95014-2084 
(408)  996-1010 
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C.M.  COMPUTERS,  INC. 

15220  32nd  Avenue,  South 
Suite  B 

Seattle,  WA  98188 
(206)  241-1199 


George  W.  Masterson,  President 
Private  Company 
Total  Employees:  22 
Total  Revenue,  Fiscal  Year  End 
6/30/91:  $1,500,000 


After  May  1,  1992: 
530  Industrial  Drive 
Tukwilla,  WA  98188 
(206)  575-3004 
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The  Company  C.M.  Computers,  Inc.,  founded  in  1978,  provides  turnkey  systems, 

application  software  products,  and  professional  services  to  medical 
and  dental  practices. 


Key  Products  and  Approximately  90%  of  C.M.  Computers'  fiscal  1991  revenue  was 
Services  derived  from  turnkey  systems  (hardware  and  software  combined), 

5%  from  application  software,  and  5%  from  customization 

professional  services. 

C.M.  Computers'  principal  product  is  Medical  System  for 

Professionals  (MSFP). 

• The  product  is  targeted  to  medical  practices  and  is  available  as 
an  IBM  microcomputer-based  turnkey  system  or  as  a software 
product.  MSFP  supports  a networked  configuration  with 
multiple  users  or  a multi-tasking  configuration  with  a single  CPU 
interfacing  with  multiple  "dumb"  terminals. 

• The  product  supports  three  different  operating  systems-DOS, 
SuperDOS,  and  UNIX. 

• MSFP  applications  include  accounts  receivable,  management 
reporting,  electronic  insurance  processing,  credit  management, 
collection  letters,  hospital  processing,  prescription  processing, 
and  medical  records. 

• Turnkey  system  prices  range  from  $11,500  to  $40,000.  There  are 
currently  over  200  systems  installed. 

• MSFP  software-only  pricing  ranges  from  $8,000  to  $15,000. 
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• Large  clinic  systems  range  in  price  from  $36,000  to  $50,000.  ^ 

C.M.  Computers  also  markets  a MSFP  version  to  dental  practices. 

The  dental  version  consists  of  many  of  the  same  applications  as  the 
medical  practice  version,  plus  a presubmitted  insurance  claims- 
processing  function. 

C.M.  Computers  provides  customized  versions  of  its  software 
products  and  turnkey  systems  to  meet  the  specific  requirements  of 
some  of  its  customers. 

industry  Markets 

Virtually  all  of  C.M.  Computers'  revenue  is  derived  from  medical 
practices.  The  company  derives  a small  percent  of  revenue  from 
dental  practices. 

Geographic 

Markets 

One  hundred  percent  of  C.M.  Computers'  revenue  is  derived  from 
the  U.S. 

The  majority  of  revenue  is  derived  from  direct  sales  in  Washington, 
Oregon,  California,  Illinois,  Montana,  Nebraska,  Georgia,  and 
Hawaii.  C.M.  Computers'  products  are  also  sold  through 
distributors. 
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CMS/DATA  CORPORATION 


124  Marriott  Drive 


Chairman  & CEO: 
Vice  Chairman: 
President: 


Rubin  I.  Osten 
Andrew  Kandel 
Philip  S.  Abrams 


Parke  Centre,  Suite  200 
Tallahassee,  FL  32301 
Phone:  (904)878-5155 
Fax:  (904)  656-4093 


Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Status: 


Public  Corporation 


NASDAQ 
180  (9/92) 
$12,830,100 
6/30/92 


Key  Points 


In  early  1991,  CMS/DATA  made  two  acquisitions  in  order  to 
accelerate  its  expansion  into  the  corporate  law  office  and  New  York 
large  law  firm  markets  and  strengthen  its  position  in  the  Canadian 
legal  market. 

CMS/DATA  has  announced  a Windows  version  of  its  PC  DOCS 
document  management  software,  scheduled  for  release  by  the  end  of 
1992.  A large  law  firm  has  already  committed  to  purchase  2,500 
copies  when  it  becomes  available. 
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Company 

Description 


Financials 


CMS/DATA,  formed  in  1978,  designs,  markets,  installs,  and  supports 
integrated  turnkey  law  office  systems. 

CMS/DATA  has  three  operating  subsidiaries  as  follows: 

• PC  DOCS,  Inc.  is  a Tallahassee-based  corporation  that  markets  and 
supports  CMS/DATA's  proprietary  PC  DOCS  document 
management  product. 

• Complnfo,  Inc.,  acquired  in  1991,  is  a New  York-based  corporation 
that  develops  and  markets  legal  accounting  systems. 

• Canterbury  Systems  Corp.,  acquired  in  1991,  is  a Toronto-based 
company  that  develops  and  markets  law  office  accounting  practice 
management  software. 

CMS/DATA  was  previously  a wholly  owned  subsidiary  of  Quartex 
Corporation  (formerly  Maxon  Computer  Systems  Incorporated),  a 
Toronto-based,  publicly  held  software  developer  and  value-added 
reseller  of  computer  hardware  and  software.  Quartex  originally 
acquired  all  of  the  outstanding  shares  of  CMS/DATA  common  stock 
from  former  shareholders  in  a series  of  transactions  in  1986  and  1989. 

In  May  1990,  CMS/DATA  issued  1.4  million  shares  of  common  stock 
in  an  initial  public  offering  resulting  in  net  proceeds  of  approximately 
$5.4  million.  Quartex  currently  retains  a 56.6%  interest  in 
CMS/DATA. 


CMS/DATA's  fiscal  1992  revenue  was  $12.8  million,  a 10%  decrease 
from  fiscal  1991  revenue  of  $14.2  million.  Net  losses  were  $1.6  million, 
compared  to  net  income  of  $521,000  for  fiscal  1991. 

A five-year  financial  summary  follows: 
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CMS/DATA  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/92 

6/91 

6/90 

6/89 

6/88 

Revenue 

$12,830 

$14,255 

$12,506 

$7,410 

$4,200 

• Percent  change 

> 

from  previous  year 

(10%) 

14% 

69% 

76% 

(32%) 

Income  (loss)  before 
taxes 

$(1,922) 

$779 

$1,551 

$(393) 

$(684) 

• Percent  change 

from  previous  year 

(347%) 

(50%) 

495% 

43% 

N/A 

Net  income  (loss) 

• Percent  change 

$(1,606) 

$521 

$1,434 

$(393) 

$(684) 

from  previous  year 

(408%) 

(64%) 

465% 

43% 

(303%) 

Earnings  (loss)  per  share 
• Percent  change 

$(0.42) 

$0.15 

$0.71 

$(0.18) 

$(0.29) 

from  previous  year 

(380%) 

(79%) 

494% 

38% 

(307%) 

The  recessionary  climate  and  the  company's  continued  investment  in 
sales,  marketing,  programming,  and  support  staff,  as  well  as  investment 
in  product  development  programs  have  adversely  affected  the 
company's  performance  for  fiscal  1992. 

• The  number  of  systems  sales  has  declined  significantly  and  the 
impact  on  hardware  revenues  has  resulted  in  a decrease  from  $3.3 
million  for  fiscal  1991  to  $1.1  million  for  fiscal  1992--a  decrease  of 
over  66%.  CMS/DATA  management  believes  that  the  decrease  is  a 
result  of  the  continuing  effect  of  the  recession,  clients  postponing 
capital  expenditures  for  new  systems,  and  additional  competition  in 
the  marketplace. 

• While  software  support  and  hardware  maintenance  revenues 
continue  to  increase  as  a result  of  incremental  services  provided  to  a 
growing  client  base,  this  has  been  offset  by  the  decline  in  software 
sales,  which  have  been  influenced  by  the  same  factors  as  those 
affecting  hardware  sales. 

Selling,  general,  and  administrative  expenses  were  $7.2  million  (56%  of 
revenues)  in  fiscal  1992,  compared  to  $5.9  million  (41%  of  revenues)  in 
fiscal  1991,  and  $3.6  million  (29%  of  revenues)  in  fiscal  1990. 
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Software  development  expenditures  were  $1  million  (8%  of  revenue), 
$517,000  (4%  of  revenue),  and  $275,000  (2%  of  revenues)  for  fiscal 
1992,  1991,  and  1990,  respectively. 


Acquisitions  During  February  1991,  CMS/DATA  acquired  Complnfo,  Inc.,  a New 

York-based  corporate  legal  software  vendor,  and  Canterbury  Systems 
Corp.,  a Toronto-based  provider  of  office  and  practice  management 
software,  for  704,000  shares  of  common  stock  and  $433,000  in  cash. 

• CMS/DATA  believes  the  acquisitions  will  allow  the  company  to 
accelerate  its  expansion  into  the  corporate  law  office  market  and 
into  the  New  York  large  law  firm  market  and  strengthen  its  position 
in  the  Canadian  legal  market. 

• These  businesses  contributed  $2.7  million  and  $2.0  million  to 
CMS/DATA's  fiscal  1992  and  1991  revenues,  respectively. 


Key  Products  and  Approximately  63%  of  CMS/DATA's  fiscal  1992  revenue  was  derived 
Services  from  turnkey  system  sales  and  37%  from  miscellaneous  add- 

on/upgrade sales,  professional  services,  and  software  support 
agreements.  A three-year  source  of  revenue  summary  follows: 


CMS/DATA  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/92 

6/91 

6/90 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

System  sales 

$8.0 

63% 

$10.7 

75% 

$10.4 

83% 

Miscellaneous  sales, 
services,  and  software 
support  agreements 

4.8 

37% 

3.5 

25% 

2.1 

17% 

TOTAL 

$12.8 

100% 

$14.2 

100% 

$12.5 

100% 

CMS/DATA  currently  has  installed  approximately  150  turnkey 
systems,  of  which  82  are  the  company's  current  generation  of  CLO*2 
Systems  and  the  remainder  are  systems  marketed  prior  to  the 
introduction  of  CLO*2  Software. 
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CLO*2  Systems: 

CLO*2  Systems  for  law  office  management  consist  of  CLO*2  Software 
integrated  with  varying  configurations  of  third-party  hardware  and 
software  to  suit  individual  customer  requirements. 

CLO*2  Software,  introduced  in  December  1988,  is  designed  to  improve 
law  office  efficiency  through  the  use  of  computerized  practice 
management  applications  and  various  optional  practice  support 
applications. 

■ Practice  management  applications  include  timekeeping,  client  cost 
recovery,  billing,  management  reporting,  general  ledger,  accounts 
payable,  trust  accounting,  profitability,  collections,  and  executive 
query  functions. 

• Practice  support  applications  include  event  management,  conflicts  of 
interest  checking,  business  development,  client  screening,  and  access 
to  outside  data  bases,  such  as  Lexis  and  Westlaw. 

CLO*2  Systems  were  originally  developed  for  Data  General 
minicomputers.  CLO*2  Software  currently  runs  on  a variety  of 
hardware  platforms  under  multiple  operating  systems,  include  Data 
General  systems  under  AOS/ VS  and  AViiON  products  under  DG/UX; 
IBM  RS/6000  systems  under  AIX;  Hewlett-Packard  HP  9000  systems 
under  HP-UX;  and  386/486-based  computers  running  under  SCO 
UNIX. 

Most  CLO*2  Systems  also  generally  include  network  software 
(NetWare)  from  Novell  and  word  processing  software  from 
WordPerfect. 

CLO*2  Systems  range  in  price  from  approximately  $75,000  to  $750,000. 

CMS/DATA  has  developed  proprietary  PC-based  applications 
software  for  use  on  LAN-based  CLO*2  systems  as  adjuncts  or 
alternatives  to  various  functions  included  in  CLO*2  Software.  Products 
include  the  following: 

• PC  Time  Entry  works  with  LAN-based  CLO*2  Systems  containing 
large  numbers  of  PCs.  PC  Time  Entry  assists  users  in  recording 
attorney  time  information,  which  is  used  for  billing  or  other 
management  purposes. 

PC  DOCS: 

PC  DOCS  (Document  Organization  and  Control  System),  introduced 
in  March  1989,  is  CMS/DATA's  proprietary  document  management 
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product  designed  to  assist  in  managing  the  filing,  retrieval,  and 
archiving  of  documents  produced  using  WordPerfect  word  processing 
software  as  well  as  other  files  created  by  DOS  applications  on  a Novell 
network. 

PC  DOCS  operates  on  MS-DOS-based  IBM  PCs  and  compatibles 
(80286,  80386,  or  80486)  which  are  connected  to  a Novell  network, 
including  large  LANs  with  multiple  file  servers.  PC  DOCS  is  licensed 
by  the  number  of  workstations  on  the  network. 

A Windows  version  of  PC  DOCS  is  currently  under  development,  with 
an  expected  release  in  December  1992. 

• This  version  will  permit  the  user  to  select  from  industry  standard 
data  base  platforms  such  as  Sybase  SQL  Server,  Gupta,  Oracle,  and 
NetWare  SQL,  while  running  on  network  operating  systems  such  as 
Novell  NetWare,  Banyan,  and  Microsoft  LAN  Manager.  It  also  will 
permit  the  user  to  run  Windows-based  and  character-based  (DOS) 
applications. 

• One  of  the  largest  law  firms  in  the  world  has  purchased  2,500  copies 
of  the  pre-released  Windows  version  of  PC  DOCS. 

To  date,  PC  DOCS  has  been  sold  principally  to  law  firms  and  corporate 
and  government  law  departments.  Sales  are  increasing  to  other 
markets  such  as  government  agencies,  banks,  utilities,  hospitals,  and 
various  business  organizations. 

CMS/DATA  has  established  an  independent  dealer  network  to  market 
PC  DOCS  to  businesses,  governmental  agencies,  and  educational 
institutions,  in  addition  to  the  legal  market.  As  of  September  1,  1992, 
CMS/DATA  had  entered  into  vendor  agreements  with  approximately 
500  dealers  nationwide. 

Comp  Info  Products: 

Corporate  LawPack  is  practice  and  financial  management  software 
designed  specifically  for  corporate  law  departments. 

• The  Core  System  includes  data  base  management,  matter 
management,  and  all  system  support  software. 

• The  integrated  Docket/Calendar,  with  automatic  tickler,  adds  and 
retrieves  information  about  dates. 

• Optional  modules  are  available  for  accounts  payable,  time 
recording,  departmental  chargeback,  file  room,  and  corporate 
secretary  applications. 
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• The  system  is  available  for  various  hardware  platforms,  including  the 
IBM  AS/400  and  DEC  VAX  systems. 

• In  January  1992,  Complnfo  released  Corporate  LawPack  for  DOS, 
available  on  IBM  and  compatible  PCs,  either  in  standalone  mode  or 
attached  to  a LAN. 

• Corporate  LawPack  is  installed  in  more  than  50  Fortune  500 
companies  and  financial  institutions. 

A new  version  of  Corporate  LawPack,  using  client/server  technology, 
SQL  data  bases,  and  a Windows  user  interface,  is  currently  under 
development.  Availability  is  scheduled  for  the  end  of  1992. 

Canterbury  Products: 

Canterbury's  products  are  LAN-based  and  run  on  a variety  of  hardware 
platforms.  All  products  are  integrated  with  Canterbury's  proprietary 
document  drafting  language,  DocuDraft. 

• Canterbury's  Legal  Accounting  System  is  a financial  management 
package  that  includes  time  recording,  billing,  accounts  receivable, 
accounts  payable,  and  a general  ledger. 

• Corporate  Manager  tracks  relevant  corporate  information,  such  as 
shareholders,  directors,  and  important  dates.  There  are  over  70 
installations  of  the  product. 

• MarketSense,  a new  product,  allows  the  user  to  enter  and  maintain 
prospects  and  clients  in  the  marketing  data  base.  An  interface  has 
been  developed  between  MarketSense  and  CLO*2. 

• The  Wills  Manager  is  a data  base  of  will  information  used  with 
DocuDraft  to  draft  wills  and  produce  reports. 

• The  Real  Estate  Manager  manages  the  real  estate  practice  of  a law 
firm. 

• The  Trust  Manager  is  a data  base  of  trust  data.  When  integrated 
with  DocuDraft  it  produces  trust-related  documents. 

Currently,  over  100  law  firms  in  Canada  and  the  U.S.  use  Canterbury 
products  to  manage  their  corporate,  real  estate,  and  trusts  and  estates 
practices. 

Support  Services : 

Support  services  provided  by  CMS/DATA  include  the  following: 
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Geographic 

Markets 


• Hardware  and  software  installation 
■ Training  and  consulting 

• Programming  services 

• Software  support 

• Hardware  maintenance  (first  line  support) 

Virtually  all  of  CMS/DATA's  revenue  is  derived  from  law  firms. 

The  company's  target  market  for  the  CLO*2  System  is  law  firms  in  the 
U.S.  and  Canada  with  in  excess  of  50  attorneys. 

PC  DOCS  is  marketed  to  law  firms,  businesses,  banks,  utilities, 
hospitals,  and  governmental  agencies. 


INPUT  estimates  90%  to  95%  of  CMS/DATA's  fiscal  1992  revenue 
was  derived  from  the  U.S.  The  remainder  of  revenue  was  derived  from 
Canada. 

In  addition  to  its  headquarters,  CMS/DATA  has  offices  in  Atlanta, 
New  York  City,  Chicago,  Dallas,  San  Francisco,  Los  Angeles,  and 
Washington,  D.C. 

PC  DOCS,  Inc.  markets  its  products  through  dealer  networks  as  well  as 
directly  to  end  users.  The  dealer  network  currently  consists  of  about 
500  dealers,  representing  an  increase  of  approximately  65%  from  the 
end  of  fiscal  1991. 
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COGNITIVE  SYSTEMS,  INC. 


220-230  Commercial  Street 
Cambridge,  MA 
Phone:  (617)742-7227 
Fax:  (617)742-1139 


President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Stephen  Craig  Mott 
Private  Corporation 


23  (1 1 /92) 
$2,650,000 
11/30/91 


234  Church  Street 
New  Haven  CT  06510 
Phone:  (203)773-0726 


Key  Points 


Cognitive  Systems,  Inc.  (CSI)  develops  customized  and  packaged 
software  products  based  on  artificial  intelligence  techniques  built  for 
commercial  applications  primarily  in  the  financial  services, 
communications,  and  military  markets. 

CSI  offers  products  that  are  aimed  at  growing  segments  of  the 
artificial  intelligence  software  market:  natural  language  processing, 
CASE-based  reasoning,  and  intelligent  data  extraction. 

CSI  is  one  of  the  leading  companies  offering  software  for  message 
processing  for  banks  and  government  agencies,  where  the  emerging 
demand  for  monitoring  and  surveillance  represents  significant  future 
opportunities. 

CSI's  4-year  product  development  of  the  CASE-Based  Reasoning 
development  system,  RemindR  was  completed  in  April  1992.  Over 
50  sales  of  this  product  are  expected  by  the  end  of  1992. 

CSI's  near-term  product  strategies  are  targeted  toward  intelligent 
data  base  extraction  using  the  CASE-Based  Reasoning  system 
engine  coupled  with  other  natural  language  and  knowledge-based 
techniques. 
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Cognitive  Systems  Inc.  (CSI),  founded  in  1981,  develops,  markets,  and 
supports  customized  and  packaged  software  products  based  on  artificial 
intelligence  for  commercial  applications  primarily  in  the  areas  of 
financial  services,  communications,  and  the  military.  These  products 
fall  into  two  categories:  automated  text/message  processing  and 
CASE-Based  Reasoning  products. 

Ultimately,  CSI's  goal  is  to  market  and  license  standard  products,  to 
selectively  permit  remarketing  and  to  provide  customer  support  and 
maintenance  for  a growing  number  of  data  base  and  intelligent  data 
extraction  products  currently  under  development. 


In  May  1986,  CSI  obtained  $6.4  million  of  investment  capital  from  an 
initial  public  offering.  The  funds  were  used  for  working  capital, 
marketing  expenditures,  product  development,  and  equipment. 


CSI's  total  fiscal  1991  revenue  was  $2.65  million,  a decrease  from  fiscal 
1990  revenues.  (Note:  1990  and  1991  revenues  included  pass-through 
payment  to  subcontractors  on  a DARPA  contract  of  about  $1  million 
per  year.) 

A three-year  financial  summary  follows: 


COGNITIVE  SYSTEMS,  INC. 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

11/91 

11/90 

11/89 

Revenue 

$2,650 

$3,420 

$3,420 

• Percent  increase 

(decrease)  from 
previous  year 

(23%) 

-- 

N/A 

Income  (loss)  before 
taxes 

$(254) 

$(589) 

$(560) 

Net  income  (loss) 

(see  above) 

(see  above) 

$810 

Earnings  (loss) 
per  share 

$(.08) 

$(0.22) 

$.02 

Company 

Description 


Company 

History 


Financials 
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Employees 


Competitors 


Key  Products  and 
Services 


As  of  November  1992,  CSI  had  23  full-time  .employees,  segmented  as 
follows: 


Marketing 

4 

Software  development 

16 

General  and  administrative 

3 

Total 

23 

CSI  competitors  include  Alcorp,  Bolt,  Beranek  & Newman,  Carnegie 
Group,  Verity,  Inference,  Esteem,  Ingenia,  and  Kenan  Systems. 


Approximately  90%  of  CSI's  fiscal  1991  revenue  was  derived  from 
development  contracts  with  14  customers  and  10%  was  derived  from 
software  product  licenses  with  18  customers. 

Software  developed  by  CSI  can  be  run  on  general  purpose  hardware 
from  various  manufacturers,  including  Apple,  IBM,  DEC,  Sun 
Microsystems,  and  Symbolics. 

CSI  currently  provides  software  in  two  areas,  as  follows: 

Automated  Message  Processing: 

This  product  area  accounted  for  approximately  55%  of  fiscal  1991 
revenue. 

CSI  is  currently  marketing  a family  of  message  processing  systems 
designed  specifically  for  banks,  bank  message  processing  systems  and 
government  agencies. 

• ATRANSR  (Automatic  Funds  Transfer  System)  reads  and  formats 
unstructured  money  transfer  telexes  for  automatic  processing. 
ATRANS  and  related  telex  processing  products  are  marketed  in  the 
U.S.  by  MCI  as  a service  to  its  record-carrier  subscribers  and  by 
Cognitive  directly  to  end  users  such  as  banks  and  government 
agencies.  There  are  currently  eight  installations  worldwide. 

• SwiftFix™,  provides  manual  revision  and  repair  of  the  messages  sent 
among  banks  on  the  S.W.I.F.T.  network.  SwiftFix  is  being  marketed 
by  CSI  directly  and  by  Cognitive  Systems  Europe  in  Europe.  There 
are  three  installations  to  date  and  several  pending. 

• Both  ATRANS  and  SwiftFix  are  being  incorporated  into 
development  efforts  to  provide  surveillance-oriented  payment 
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tracking  and  fraud  detection  systems.  These  systems  will  be 
marketed  to  banks,  bank  networks,  and  government  agencies. 

CASE-Based  Reasoning: 

CASE-Based  Reasoning  (CBR)  systems  began  in  fiscal  1987  as  a 
research  prototype  funded  by  CSI  with  the  objective  of  providing  an 
alternative  to  rule-based  expert  systems  for  automated  decision 
support.  This  product  area  contributed  over  45%  to  fiscal  1991 
revenue. 

In  April  1992,  CSI  introduced  a CBR  application  development  system 
called  RemindR  on  numerous  platforms  for  a wide  variety  of 
applications.  As  of  December  1992,  some  50  Remind  systems  had  been 
sold. 

Two  application  areas  of  interest  are: 

• Applications  for  help  desks  and  for  customer  information  systems. 
Remind  offers  the  integration  of  natural  language  understanding 
front-ends,  problem  resolution  diagnostics,  and  automatic  text 
generation  for  help  desks  and  customer  information  systems. 

Remind  has  been  sold  directly  into  this  market  and  is  also 
remarketed  by  a number  of  applications  software  providers  for  help 
desks. 

• The  Investors  Assistant™,  began  as  work  on  an  institutional  data 
base  front-end  project  with  Nation  1 Computer  Systems.  The 
product  has  an  embedded  sophisticated  investment  analysis 
program,  which  uses  a natural  language  query  interface  facility  with 
an  asset  management  accounting  system  called  ULTRUST™  for 
bank  trust  departments.  It  is  targeted  at  decision  support  for 
portfolio  management. 

Industry  Markets 

During  fiscal  1991,  major  clients  included  Union  Bank  of  Switzerland, 
MCI,  DARPA,  American  Express,  Swiss  BankCorp  and  Lloyds  Bank. 

Geographic 

Markets 

INPUT  estimates  that  approximately  70%  of  CSI's  fiscal  1991  revenue 
was  derived  from  the  U.S.  and  30%  from  international  sources. 
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COGNOS  INCORPORATED 

3755  Riverside  Drive 
Ottawa,  Ontario  K1 G 3Z4 
Phone:  (800)  267-2777 

(613)  738-1440 
Fax:  (613)  738-0002 

67  South  Bedford  Street 
Suite  100E 
Burlington,  MA 
Phone:  (800)  426-4667 

(617)  229-6600 
Fax:  (617)229-9828 


President  & COO: 
Status: 

Total  Employees: 
Total  Revenue: 
(Canadian) 

Fiscal  Year  End: 


Ron  Zambonini 
Public 
1000 
$147,668,000 

2/28/93 


Key  Points 


C 


'S 
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Fiscal  1993  was  a pivotal  year  for  Cognos.  Although  overall 
financial  performance  was  weak,  Cognos  introduced  new  products  as 
well  as  implemented  cost  reduction  measures. 

In  1992,  to  support  its  strategic  shift  to  open  systems,  Cognos 
shipped  products  for  the  AS/400  and  added  UNIX  offerings  for 
Digital  Equipment,  IBM,  Sun  Microsystems,  in  addition  to  its 
existing  Hewlett-Packard  offerings. 

In  1992,  Cognos  shipped  its  first  client/server  implementation  for 
Windows  clients. 

ognos  redesigned  the  CASE  product  Powerhouse  CASE  and 
changed  its  name  to  PowerDesigner.  The  redesign  was  aimed  at 
increasing  performance  and  at  enabling  better  integration  with  tools 
from  other  vendors. 
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Description 

Cognos  Incorporated  develops,  markets,  and  supports  application 
development  and  data  management  software  products.  The  company's 
primary  product  is  the  PowerHouseR  4GL  application  development 
language. 

• Cognos  was  founded  in  1969  as  a software  consulting  firm  and  began 
marketing  packaged  software  products  in  1979.  Its  original  product, 
a report  writer  for  the  HP  3000  minicomputer,  evolved  into  the 
application  development  language  now  called  PowerHouse  4GL. 

■ Cognos'  common  stock  is  traded  in  the  U.S.  on  the  NASDAQ 
National  Market  System.  In  Canada,  the  company's  stock  is  traded 
on  the  Toronto  Stock  Exchange. 

Strategy 

Cognos'  current  strategy  is  to  offer  an  integrated  family  of  application 
development  tools  that  support  the  entire  application  development 
cycle  for  midrange  and  microcomputing  environments. 

In  addition  to  the  company’s  4GL  product,  PowerHouseR,  Cognos  has 
added  a full  suite  of  software  tools  and  services  designed  to  enable 
companies  to  create  mission-critical  business  applications. 

Cognos  Inc.'s  (Cognos)  focus  on  delivering  software  for  midrange 
systems  allowed  the  company  to  build  a healthy  client  base  through  the 
1980s. 

Cognos  began  a difficult  strategic  and  tactical  transition  in  1989, 
positioning  its  software  products  to  operate  in  computing  environments 
with  increasing  growth  rates  in  the  1990's. 

In  1992,  to  support  this  strategic  shift,  Cognos  shipped  products  for  the 
AS/400  and  added  UNIX  offerings  for  Digital  Equipment,  IBM,  Sun 
Microsystems,  in  addition  to  its  existing  Hewlett-Packard  offerings. 

This  strategy's  success  was  confirmed  by  fiscal  1993  revenue  growth.  In 
the  more  mature  markets  of  application  software  tools  for  proprietary 
Hewlett-Packard  MPE/iX  and  Digital  VAX,  markets  grew  at  about  5% 
each.  However,  revenue  from  the  Unix  market  grew  by  83%  and 
revenue  from  the  AS/400  market  was  up  by  48%. 

Operations/ 

Structure 

Cognos  is  an  international,  publicly  owned  company  with  shares  traded 
in  Canada  on  the  Toronto  Stock  Exchange  under  the  symbol  CSN  and 
in  the  U.S.  on  NASDAQ  under  the  symbol  COGNF. 
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Financials 


In  1990,  the  company  reported  losses  in  the  first  three  quarters. 
However,  Cognos  restructured  its  operations  by  reducing  the  workforce 
by  approximately  200  employees,  reorganizing  senior  management, 
making  changes  sales  and  marketing  organizations  in  order  to  improve 
sales  effectiveness.  In  addition,  Cognos  management  focused  research 
and  development  efforts  on  the  enhancement  of  existing  products,  on 
development  of  complementary  new  products  and  services,  and  on  the 
consolidation  of  certain  facilities  and  asset  write-offs. 

• The  restructuring  resulted  in  nonrecurring  charges  of  $4.7  million  to 
fiscal  1990  income. 

Cognos  headquarters  operate  from  two  locations.  The  research  and 
development  and  finance  and  administration  organizations  are  located 
in  Ottawa,  Ontario,  Canada.  The  company's  worldwide  marketing  and 
sales  operations  are  managed  from  its  facility  in  Burlington  (MA). 

International  subsidiaries  are  located  in  the  U.K,  Australia,  Belgium, 
France,  Germany,  Hong  Kong,  Japan,  Mexico,  Norway,  Singapore, 
Spain,  Sweden. 

Cognos  also  sells  its  products  internationally  through  independent 
distributors  in  markets  not  served  exclusively  by  Cognos'  direct  sales 
force. 


Cognos'  fiscal  1993  revenue  reached  $147.6  million,  a 2%  increase  over 
fiscal  1992  revenue  of  $145.1  million.  Net  loss  and  loss  per  share  were 
$7.9  million  and  $0.62  compared  to  1992  net  income  and  earnings  of 
$5.2  million  and  $0.43.  In  the  four-year  summary  that  follows, 
financials  are  expressed  in  Canadian  dollars. 
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COGNOS  INCORPORATED 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions  Canadian,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

2/93 

2/92 

2/91 

2/90 

2/89 

Revenue 

• Percent  increase 
(decrease)  from 

147.6 

145.2 

$141.2 

$112.5 

$102.7 

previous  year  (a) 

2% 

3% 

25% 

21% 

Gross  Research  and 
Development 
Expenditures 

$20.1 

$17.9 

$16.1 

$17.7 

$14.3 

Income  (loss)  before  taxes 

($6.0) 

$7.7 

$7.0 

$(17.1) 

$6.1 

Net  income  (loss) 

• Percent  increase 
(decrease)  from 

$(7.9) 

$5.2 

$3.8 

$(19.6) 

$1.8 

previous  year 

(152%) 

37% 

139% 

(371%) 

Earnings  (loss)  per  share 
• Percent  increase 
(decrease)  from 

$(0.62) 

$0.43 

$0.36 

$(1.88) 

$0.18 

previous  year 

(152%) 

19% 

138% 

(365%) 

(a)  Includes  restructuring  charges  of  $4. 7 million. 


During  fiscal  1990,  Cognos  sold  all  rights  associated  with  its  applications  products  (Multiview  and 
PowerPlan)  to  a newly  formed  company,  Multiview  Inc.,  which  is  owned  by  former  Cognos 
employees.  Combined,  the  two  products  contributed  3%  to  total  Cognos  revenue  for  each  of  the 
fiscal  years  1989  and  1990. 

In  April  1991,  Cognos  made  a public  offering  of  2.06  million  shares  of  its  common  stock,  of  which  1.5 
million  shares  were  sold  by  the  company  and  563,000  million  by  selling  shareholders.  Estimated  net 
proceeds  to  the  company  will  be  $23. 1 million 

In  the  third  and  fourth  quarters  of  fiscal  1993,  Cognos  recorded  restructuring  charges  of  $3. 1 million 
and  $0.9  million  respectively,  representing  the  costs  associated  with  restructuring  the  company's 
operations. 


Revenue  increases  were  supported  by  revenue  from  new  products 
introduced  in  late  fiscal  1992  and  in  fiscal  1993.  The  new  products 
included  end-user  reporting  tools  (PowerPlay,  InQuizitive,  and 
QuizPlus),  PowerCASE,  versions  of  PowerHouse  for  the  IBM  AS/400 
and  for  certain  UNIX  platforms , expanded  data  base  support  for 
Cognos  impromptu  SQL  query  tool,  as  well  as  expanded  LAN  and 
Windows  3.1  support  for  PowerPlay,  and  new  versions  of  the 
client/server  reporting  products. 


Page  4 of  8 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


July  1993 


COGNOS  INCORPORATED 


INPUT 


Competition  PowerHouse  competitors,  by  hardware  market,  include  the  following: 

• HP  market:  HP  and  Infocenter  Ltd. 

• DEC  market:  DEC,  Information  Builders,  Cincom  Systems,  and 
Oracle 

. IBM  AS/400  market:  Synon  and  Lansa 


Key  Products  and  Approximately  53%  of  Cognos'  fiscal  1993  revenue  was  derived  from 
Services  software  product  licenses,  32%  from  product  support,  and  15%  from 

education  and  product  consulting  services.  A three-year  summary  of 
source  of  revenue  follows: 


COGNOS  INCORPORATED 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions,  Canadian) 


FISCAL  YEAR 

2/93 

2/92 

2/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  product 
licenses 

$71.0 

48% 

$75.1 

52% 

$74.7 

53% 

Product  support 

59.1 

40% 

$50.2 

34% 

45.7 

30% 

Education  and 
consulting 

$17.5 

12% 

$19.8 

14% 

20.7 

15% 

TOTAL 

147.6 

100% 

$145.1 

100% 

$141.1 

100% 

Cognos'  integrated  family  of  software  tools  supports  all  phases  of  the 
application  development  cycle,  including  analysis  and  design, 
construction,  end-user  reporting,  maintenance,  and  data  management 
functions. 

• Cognos'  core  product,  PowerHouse,  is  an  advanced  application 
development  language.  The  company's  other  products  complement 
PowerHouse  and  are  generally  licensed  only  by  existing  PowerHouse 
users  or  in  connection  with  the  licensing  of  PowerHouse. 

• Since  1981,  Cognos  has  licensed  PowerHouse  for  use  on  more  than 
18,000  midrange  computers. 
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PowerHouse  incorporates  a powerful  instruction  set  and  data 
dictionary. 


PowerHouse  also  features  QUICKR,  a screen,  menu,  and  form 
generator;  QUIZR,  a report  generator  designed  for  read-only  data 
base  access;  and  QTP,  a special  facility  for  data  manipulation  and 
batch  processing  tasks. 

PowerHouse  4GL  operates  on  DEC  VAX/VMS  and 
RISC/ULTRIX  systems;  HP  3000-900  (MPE-XL),  HP  9000-800 
(HP-UX),  and  HP  3000  MPE-V  systems;  Data  General  ECLIPSE 
MV  and  AViiON  computers;  and  IBM  AS/400  and  RS/6000 
systems. 

PowerHouse  PC  allows  users  to  develop  programs  on  a personal 
computer  running  under  MS-DOS  or  OS/2,  and  to  execute  those 
programs  on  the  PC  or  transfer  them  to  supported  midrange 
platforms. 


• A version  of  PowerHouse  supporting  the  client/server  model  is 
under  development.  Initial  release  on  HP  MPE  systems  is  scheduled 
for  the  end  of  calendar  1991. 

PowerDesigner  is  Cognos'  analysis  and- design  tool.  The  product  is 
currently  available  for  DEC  VAXstations  under  DECWindows  and  is 
fully  compatible  with  the  VAX  version  of  PowerHouse.  An  OS/2 
version  is  scheduled  for  availability  in  the  first  half  of  fiscal  1993. 


d 


PowerHouse  ARCHITECT  is  a maintenance  product  that  provides 
computer  generated  documentation  for  applications,  rapid  prototyping 
of  data  definition  changes,  and  automatic  analysis  of  the  impact  of 
those  changes  on  specific  programs.  The  product  is  currently  available 
for  HP  MPE-V  and  MPE-XL  and  DEC  VAX  computers  and  is 
available  on  the  IBM  AS/400  and  certain  UNIX  platforms. 


Reporting  tools  include  the  following: 


PowerPlay  is  a management  reporting  and  analysis  tool  that  supports 
a client/server  computing  model.  It  is  available  for  IBM  PCs  and  a 
version  for  the  Macintosh  was  offered  during  fiscal  1992. 


InQuizitive  is  an  easy-to-use,  menu-driven  query-and-reporting  tool 
for  DEC  VAX  and  HP  MPE-XL  systems.  It  is  available  on  the  IBM 
AS/400  and  certain  versions  of  UNIX. 


• QuizPlus  is  an  end-user  report  writer  for  HP  MPE-V  systems. 
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PowerHouse  StarBase  is  a relational  data  base  management  system 
that  features  on-line  transaction  processing  and  distributed  processing 
capabilities  for  multiuser  environments. 

• PowerHouse  StarBase  is  available  for  DEC  VAX,  DEC  RISC 
ULTRIX;  HP  MPE-XL  and  HP-UX;  IBM  RS/6000;  and  Data 
General  AViiOn  systems. 

PowerHouse  StarGate  allows  remote  read-and-write  access,  via 
network  communications  software,  to  Oracle  data  bases  on  DEC  VAX 
computers. 

Cognos  offers  its  customers  full  service  and  support  through  technical 
newsletters,  telesupport,  problem  evaluation,  seminars,  and  training 
courses.  Cognos  also  provides  consultants  to  assist  in  building 
application  and  data  base  design/methodology  expertise. 

Industry  Markets 

Cognos'  software  products  are  marketed  to  a range  of  small,  medium, 
and  large  organizations  in  various  industries. 

Alliances 

Third-party  channels,  which  includes  VARs,  use  Cognos  tools  to 
develop  packaged  software  applications  for  sale  directly  to  end  users 
and  distributors.  The  VAR  pays  a royalty  to  Cognos  for  each  copy  of 
Cognos  software  embedded  within  the  application.  As  of  February  28, 
1993,  there  were  approximately  200  VARs  offering  more  than  600 
applications  using  Cognos  products. 

Telesales  are  used  to  sell  products  and  services  primarily  to  the 
installed  base  of  Cognos  customers.  Cognos  is  an  HP  PLUS  program 
participant,  a DEC  Cooperative  Marketing  Program  participant,  an 
IBM  Business  Partner  in  certain  geographic  markets,  and  a Data 
General  Independent  Software  Vendor.  In  addition,  DEC  and  Data 
General  are  licensed  to  sell  Cognos'  products  with  their  hardware. 

Geographic 

Markets 

A three-year  summary  of  source  of  revenue,  as  reported  by  Cognos, 
follows: 
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COGNOS  INCORPORATED 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 
($  millions,  Canadian) 


FISCAL  YEAR 

2/93 

2/92 

2/91 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Domestic 
- Canada 

$18.2 

12.6% 

$19.9 

13.8% 

$19.3 

14% 

- Export 

$0.8 

0.5% 

$0.1 

NA 

2.7 

2% 

U.S. 

$61.5 

41.6% 

$63.3 

43.7% 

53.7 

39% 

Europe 

$51.3 

34.7% 

$48.0 

33.0% 

50.4 

37% 

Australia  & Far  East 

$15.5 

10.6% 

$13.6 

9.5% 

11.0 

8% 

TOTAL 

147.6 

100% 

145.1 

100% 

$137.2 

100% 

Cognos  sells  its  products  directly  through  49»  sales  offices  located  in  13 
countries.  ' 
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COIN  BANKING  SYSTEMS,  INC.  Dan  Gordon,  President  and  CEO 
5555  Oakbrook  Parkway  Private  Corporation 

Suite  155  Total  Employees:  50 

Norcross,  GA  30084  Total  Revenue,  Fiscal  Year  End 

(404)441-1185  12/31/91:  $4,000,000* 


‘INPUT  estimate 

The  Company 

COIN  Banking  Systems,  Inc.  provides  PC  and  LAN-based 
applications  software  products  for  banks  and  other  lending 
institutions. 

• The  company's  objective  is  to  focus  on  the  continuing 
development  and  marketing  of  an  efficient,  cost-effective  loan 
application  processing  system  that  provides  optimum  control  of 
the  loan  approval  process,  contributes  to  lower  operating  costs, 
and  supports  credit  management  for  institutions  with  varying 
organizational  structures. 

• COIN  Banking  Systems  was  orginally  founded  in  1985  as  a 
division  of  COIN  Financial  Systems,  which  also  provides  turnkey 
systems  to  automobile  dealerships.  In  1989,  the  banking  division 
spun  off  to  form  COIN  Banking  Systems,  a separate,  private 
company. 

Key  Products  and 
Services 

COIN  Banking  Systems'  1991  revenue  was  derived  primarily  from 
applications  software  products  and  software  support,  training, 
installation,  and  consulting  services. 

COIN  Banking  Systems’  principal  product  is  Application 
Manager™,  a PC-based  credit  processing  system  for  financial 
services  firms. 

• Application  Manager,  introduced  in  1988,  automates  every  step 
of  credit  application  processing,  including  data  entry,  credit 
report  retrieval,  verification,  scoring,  decisioning,  and  reporting. 

• Optional  software  modules  support  document  preparation  and 
compliance,  automatic  faxing  of  decisions  to  the  application 
source,  ad  hoc  reporting,  automatic  scoring,  archiving  to  optical 
disk,  and  interfacing  to  host  systems. 
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Markets 


• Versions  are  available  for  indirect  lending,  direct  consumer  or 
commercial  lending,  bankcard  operations,  and  retail  lending. 

• Application  Manager  runs  on  IBM  and  compatible  PCs. 

• Application  Manager  is  currently  installed  in  over  350  sites, 
including  commercial  and  consumer  banks,  savings  and  loans, 
credit  unions,  and  retail  lending  centers. 

Decision  Manager  is  a PC-based  credit  decision  system  developed 

by  COIN  Banking  Systems  and  MDS  Decision  Systems. 

• Decision  Manager  is  designed  to  review  credit  applications  and 
recommend  decisions  based  on  client-defined  parameters  and 
the  tools  provided  by  MDS  and  COIN. 

• The  product  is  based  on  scorecards  to  evaluate  risk  from  MDS 
and  credit  processing  software  (Application  Manager)  from 
COIN.  The  user  can  set  policy  rules,  determine  acceptable 
bankruptcy  risk,  judge  financial  capacity,  and  establish  limit- 
setting policies  according  to  its  institution's  specifications. 

• Decision  Manager  operates  on  IBM  and  compatible  PCs. 

Support  services  provided  by  COIN  Banking  Systems  include  the 

following: 

- Pre-installation  consulting 

• Training  and  installation 

• Software  and  hardware  support 

• 800  telephone  support 

• Remote  diagnostics 

• Enhancements 


COIN  Banking  Systems  continues  to  support,  but  no  longer  actively 
markets  its  Smart  Lending  loan  origination  system. 


COIN  Banking  Systems'  revenue  is  derived  from  financial 
institutions  and  retail  lending  centers. 


One  hundred  percent  of  COIN  Banking  Systems'  revenue  is  derived 
from  the  U.S. 

In  addition  to  its  headquarters  in  Norcross  (GA),  COIN  Banking 
Systems  has  a West  Coast  sales  office  in  the  Los  Angeles  area. 
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Duluth,  GA  30136-4907 
Phone:  (404)717-1700 
Fax:  (404)717-8401 


John  Hiemstra,  President 
Private  Company 
Total  Employees:  745 
Total  Revenue,  Fiscal  Year  End 
12/31/91:  $66,000,000 


The  Company  COIN  Dealership  Systems  (COIN)  develops,  markets,  and  supports 


turnkey  systems  to  automate  the  finance,  insurance,  and  sales 
functions  in  automobile  dealerships. 

• The  company  previously  operated  as  the  Automotive  Division  of 
COIN  Financial  Systems,  which  also  provided  turnkey  systems  to 
the  banking  industry. 

■ In  1989,  the  banking  product  line  was  spun  off  as  a separate 
company,  COIN  Banking  Systems,  based  in  Norcross  (GA)  with 
50  employees  and  the  Automotive  Division  was  renamed  COIN 


• In  September  1990,  COIN  Systems  purchased  Convergent 
Dealership  Group  of  Hunt  Valley  (MD)  from  Unisys,  tripling  the 
size  of  COIN  Systems.  At  the  time  of  the  acquisition  the 
combined  companies  had  over  900  employees. 

■ The  operations  of  Convergent  Dealership  Group  have  been 
merged  into  COIN  Systems  and  the  company  has  been  renamed 
COIN  Dealership  Systems,  Inc. 

COIN'S  1991  revenue  reached  $66  million  compared  to  $18  million 
for  1990.  The  growth  was  attributed  to  the  acquisition  of 
Convergent  Dealership  Group  in  late  1990.  COIN  management 
anticipates  that  1992  revenue  will  exceed  $73  million. 

As  of  June  1992,  COIN  had  745  employees,  segmented  as  follows: 


Systems. 
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Marketing  and  sales/ 

product  development 

120 

Customer  support  and 

software  services 

362 

Installation  services 

197 

General  and  administrative 

66 

745 

Major  competitors  include  Reynolds  and  Reynolds  and  Automatic 
Data  Processing  (ADP). 


Key  Products  and  COIN  derives  all  of  its  revenue  from  turnkey  system  sales. 

Services 

The  COIN  Dealership  System  offers  modules  that  support  the  sales, 
parts,  service,  and  accounting  functions  of  automobile  dealerships. 

• The  COIN  Sales  System  manages  the  sales  cycle,  from 
prospecting  to  customer  follow-up.  Components  include:  Sales 
Management,  Prospect  Management,  Vehicle  Management, 
Rental  Management,  Fleet  Management,  and  Teleforms. 

• The  COIN  Service  Management  System  supports  repair  order 
billing,  repair  person  dispatching,  and  service  history 
tracking/preventive  maintenance. 

• The  Parts  System  supports  parts  inventory  management  and 
counter  billing. 

• The  COIN  Accounting  Management  System  integrates  general 
ledger,  receivables,  payables,  and  payroll  functions. 

• The  Dealer  Communications  System  links  finance,  accounting, 
and  factory  transactions  between  the  dealer  and  the  auto 
manufacturer. 

• COIN  offers  various  systems  based  on  the  size  of  the  dealership. 
Systems  are  available  on  Texas  Instruments  computers, 
supporting  from  one  to  79  users. 

• There  are  currently  over  5,450  COIN  dealership  systems  installed 
worldwide. 

Prophet  is  COIN'S  next  generation  series  of  applications,  whose  key 
feature  is  interactive  on-line  help  tutorials.  The  system  operates  on 
a range  of  UNIX-based  platforms  and  there  are  over  80 
installations. 
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Computer 
Hardware  and 
Software 


Support  services  provided  by  COIN  include  on-site  software  and 
hardware  support,  800-number  telephone  support,  training,  and 
continuing  education. 


COIN  derives  100%  of  its  revenue  from  automotive  dealers. 

Major  clients  include  domestic,  Japanese,  and  European 
automobile  manufacturers,  as  well  as  some  23,000  auto  dealerships 
that  do  business  with  them. 


Over  98%  of  COIN'S  revenue  is  derived  from  the  U.S.  and  the 
remainder  from  international  sources. 

COIN  operates  more  than  90  service  locations  nationwide,  as  well 
as  nine  regional  offices. 

Sales  offices  are  in  Duluth  (GA),  Hunt  Valley  (MD),  Chatsworth 
(CA),  Dallas  (TX),  Boston  (MA),  Clark  (NJ),  Cleveland  (OH), 
Orlando  (FL),  and  Detroit  (MI). 


COIN  handles  its  international  sales  through  its  offices  in  England. 


COIN  maintains  a Prime  2750  at  its  headquarters,  with  TT  1507s 
and  TI  1505s  running  UNIX.  Gateway  2000  systems  run  as  client 
machines  off  of  TI  1500  series  systems. 
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COMDATA  HOLDINGS 
CORPORATION 

5301  Maryland  Way 
Brentwood,  TN  37027 
Phone:  (615)370-7000 


Chairman  & CEO: 
President  & COO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


George  L.  McTavish 
Edward  A.  Barbieri 
Public 
NASDAQ 
1,700  (9/92) 
$184,468,000 
12/31/91 


Key  Points 

• Comdata  is  a leading  provider  of  electronic  transaction  and 
information  processing  services  to  the  trucking  industry.  Each 
service  is  designed  to  enhance  the  business  operations  and  efficiency 
of  trucking  customers  and  truck  stops  across  the  country.  In  recent 
years,  the  company  has  extended  its  products  and  services  to  the 
consumer  and  retail  markets. 

• Comdata's  operating  strategy  is  to  maintain  its  current  core  business 
by  providing  better  service  to  its  customers  and  by  using  its 
advantage  in  size,  technological  capabilities,  and  diverse  product 
line.  The  company  also  intends  to  use  its  existing  computer  network 
and  customer  base,  together  with  strategic  alliances,  to  develop  new 
services  that  address  the  key  issues  in  the  markets  it  serves. 

• During  1991,  Comdata  entered  into  several  significant 
agreements/alliances: 

- Outsourcing  virtually  all  of  its  data  processing  operations  to  IBM's 
Integrated  Systems  Solutions  Corporation  under  a ten-year 
agreement 

- Outsourcing  certain  marketing  and  field  operations  of  its  casl 
advance  services  at  gaming  facilities  to  Players  International 

- Selecting  Advanced  Telecommunications  Corporation  as 
Comdata's  primary  provider  of  long-distance  telephone  services 
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Description 

Comdata  currently  provides  a range  of  processing  services  to  the 
transportation,  leisure  and  gaming,  and  retail  industries  through  the 
following  divisions: 

• Transportation  Services,  headquartered  in  Brentwood  (TN)  with 
1,400  employees,  provides  funds  transfer  services,  fuel  purchase 
programs,  backhaul  information,  driver  communications  services, 
and  regulatory  permit  transmission  services  to  the  trucking  industry. 

• Consumer/Retail  Services,  based  in  Brentwood  with  40  employees, 
provides  credit  card  cash  advance  services  to  individuals  for  personal 
and  emergency  reasons  and  check  verification,  check  guarantee,  and 
collections  services  for  various  retailers  in  the  U.S. 

• Telecommunications  Services,  headquartered  in  Brentwood  with  ten 
dedicated  employees,  provides  volume  discounts  for  AT&T  and 
Advanced  Telecommunications  Corporation  long-distance  charges 
through  the  pooling  of  telephone  billings  to  Comdata's  trucking  and 
other  customers. 

Financials 

Comdata's  1991  revenue  was  $184.5  million,  a 3%  decline  from  1990 
revenue  of  $189.8  million. 

J 

• Net  losses  were  $10.5  million,  compared  to  net  losses  in  1990  of 
$40.8  million.  Results  for  1990  include  one-time  charges  of  $28.4 
million  for  payments  to  First  Data  Resources/ American  Express 
associated  with  terminating  a 1989  noncompete  agreement,  and 
expensing  the  unamortized  costs  related  to  certain  other  non- 
compete agreements. 

• A four-year  financial  summary  follows: 
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COMDATA  HOLDINGS  CORPORATION 
FOUR-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

Revenue 

• Percent  change 

$184.5 

$189.8 

$159.0 

$111.3 

from  previous  year 

(3%) 

19% 

43% 

★ 

Income  (loss)  before 
taxes  (a) 

$(11.4) 

$(40.8) 

$(14.5) 

$(9.9) 

• Percent  change 

(b) 

from  previous  year 

72% 

(181%) 

(46%) 

★ 

Net  income  (loss) 

• Percent  change 

$(10.5) 

$(40.8) 

$(11.7) 

$(8.8) 

from  previous  year 

74% 

(249%) 

(33%) 

★ 

Earnings  (loss)  per 
common  share 

$(0.26) 

$(1.00) 

$(0.35) 

$(0.29) 

• Percent  change 

from  previous  year 

74% 

(186%) 

(21%) 

★ 

Results  not  comparable  to  prior  period. 


(a)  Includes  interest  expenses  of  $38.8  million,  $40.8  million,  $37.8  million,  and  $30. 1 million  for  199 1, 
1990,  1989,  and  1988,  respectively. 

(b)  Includes  one-time  charges  of  $28.4  million. 

Results  for  1991  were  attributed  to  the  following: 

• Revenues  from  products  and  services  provided  to  the  trucking 
industry  declined  5%  due  to  the  impact  of  the  weak  economy,  which 
resulted  in  a lower  demand  for  Comdata's  services  from  its  trucking 
customers,  and  increased  competition. 

• Gaming  and  leisure  cash  advance  revenues  rose  9%  due  to  an 
increase  in  transaction  fees. 

• Retail  check  payment  services  revenues  decreased  after  two  large 
customers  in  the  California  market  reduced  the  scope  of  their 
business  with  Comdata  from  authorization  and  guarantee  services  to 
collection  services. 

Revenue  for  the  six  months  ending  June  30,  1992  reached  $94.9  million, 
a 5%  increase  over  $90.3  million  for  the  same  period  in  1991.  Net 
losses  for  the  period  were  $653,000,  compared  to  a $1.3  million  loss  for 
the  comparable  period  in  1991. 
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• For  the  quarter  ending  June  30,  1992,  Comdata  reported  the  highest 
second-quarter  earnings  since  1987.  Net  income  was  $647,000, 
compared  to  $263,000  in  the  second  quarter  of  1991.  Operating 
costs  were  lower,  due  primarily  to  the  benefits  gained  from 
outsourcing  agreements  entered  into  during  1991. 

Acquisitions 

In  December  1991,  Comdata  acquired  the  Permicom  Companies,  three 
affiliated  permit  companies  located  in  Ontario  and  Quebec  (Canada), 
for  an  aggregate  purchase  price  of  approximately  $0.9  million  in  cash 
and  $0.9  million  in  deferred  payments. 

• The  companies,  Stats  CAVR,  Inc.,  Permicom  Permit  Services,  Inc., 
and  Stats  Plus  Transportation  Data  Services,  Inc.,  with  combined 
annual  revenue  of  over  $2  million,  provide  fuel  tax  reporting, 
permits,  and  other  services  to  the  transportation  industry. 

• These  operations  have  been  merged  into  Comdata's  Transportation 
Services  Division. 

Alliances/ 

Agreements 

In  September  1991,  Comdata  entered  into  a ten-year  agreement  for 
systems  operations  services  with  IBM's  Integrated  Systems  Solutions 
Corporation  (ISSC)  whereby  ISSC  operates  and  manages  substantially 
all  data  processing  functions  involved  in  Comdata's  operations. 

• In  connection  with  the  agreement,  ISSC  paid  $15  million  in  cash  to 
Comdata  and  assumed  certain  lease  obligations  in  order  to  acquire 
computer  equipment,  to  acquire  the  right  to  extend  employment  to 
certain  Comdata  employees,  to  obtain  access  to  and  use  Comdata 
facilities,  and  to  reimburse  certain  transition  expenses  to  be  incurred 
by  Comdata. 

• Minimum  annual  expenses  for  ISSC  services  are  expected  to  be  $8.4 
million  in  1992,  $9.3  million  in  1993,  and  $9.8  million  in  1994. 

In  September  1991,  Comdata  entered  into  a Telecommunications 
Service  Agreement  with  Advanced  Telecommunications  Corporation 
(ATC)  whereby  ATC  has  become  Comdata's  primary  provider  of  long- 
distance telephone  services  through  1998. 

• The  agreement  expands  Comdata's  offerings  in  providing  volume 
discounts  for  long-distance  services  to  Comdata  trucking  and  other 
customers. 

• Comdata  also  issued  560,000  shares  of  Comdata  Preferred  Stock  to 
ATC  at  $25  per  share,  resulting  in  proceeds  of  $14  million. 
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In  August  1991,  Comdata  entered  into  an  agreement  with  PCI,  Inc.  (a 
subsidiary  of  Players  International,  Inc.)  whereby  PCI  assumed 
responsibility  for  the  sales,  marketing,  and  field  operations  of 
Comdata’s  cash  advance  service  in  gaming  facilities.  Approximately 
125  employees  of  Comdata  became  PCI  employees. 

Since  1990,  Comdata  has  been  a value-added  remarketer  of 
CoveragePLUS™,  Motorola's  real-time  vehicular  communications  and 
tracking  system. 


Competitors  Major  competition  for  funds  transfer  services  comes  from  NTS  and 

Cummins  Cash  and  Information  Services.  Check  verification  and 
collection  competitors  include  Telecredit,  Comp-U-Check,  and  other 
regional  companies. 


Key  Products  and 
Services 


Approximately  93%  of  Comdata's  1991  revenue  was  derived  from 
transaction  processing  services  in  support  of  funds  transfer,  permit 
issuance,  and  check  verification  and  collection  (check  payment) 
services.  About  7%  of  revenue  was  derived  from  volume  discount  long- 
distance ($8  million)  and  other  telecommunications  services. 

A further  breakdown  of  Comdata's  revenue  by  application  area  follows: 


COMDATA  HOLDINGS  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Funds  transfer 

- Trucking 

$67.2 

36% 

$72.0 

38% 

$69.5 

44% 

- Consumer 

66.0 

36% 

60.4 

32% 

38.5 

24% 

$133.2 

72% 

$132.4 

70% 

$108.0 

68% 

Permit  services 

$23.2 

13% 

$25.0 

13% 

$24.2 

15% 

Check  payment  services 

$11.0 

6% 

$16.5 

9% 

$19.3 

12% 

Other  trucking  services 

$3.9 

2% 

$3.6 

2% 

$3.8 

2% 

T elecommunications 

$13.2 

7% 

$12.3 

6% 

$3.7 

2% 

TOTAL 

$184.5 

100% 

$189.8 

100% 

$159.0 

100% 
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Trucking  Industry  Services: 

Comdata  provides  funds  transfer  services,  fuel  purchase  programs, 
backhaul  information,  in-truck  communications  services, 
telecommunications  services,  and  permit  services  to  the  trucking 
industry.  During  1991,  Comdata  processed  about  27  million  funds 
transfer  transactions  valued  at  S4.3  billion  for  approximately  11,000 
trucking  company  customers. 

Comdata's  basic  funds  transfer  system  is  centered  around  a ComchekR, 
a draft  payable  through  a Comdata  bank  account. 

• Comdata  maintains  a national  network  of  over  9,000  service  centers 
for  distribution  of  Comcheks  and  the  performance  of  various  other 
services.  Comdata  maintains  point-of-sale  devices  in  most  of  its 
service  centers  to  facilitate  communication  with  its  data  base  and 
operations  centers. 

• When  a request  is  made  by  a driver  at  a truck  stop  or  other  location, 
Comdata's  network  initially  verifies  that  the  driver's  company  has 
established  sufficient  credit,  then  notifies  the  appropriate  service 
center  (either  verbally  or  electronically)  as  to  the  amounts  and 
recipients  of  any  requested  drafts. 

• When  the  payee  provides  proper  identification,  the  service  center 
obtains  an  authorization  number  from  Comdata  for  a requested 
draft  and  then  may  cash  the  Comchek  draft.  The  recipient  may  also 
cash  the  draft  at  locations  other  than  service  centers. 

• Payments  covering  Comchek  drafts  and  the  applicable  service 
charges  are  often  made  by  trucking  company  customers  on  the  day 
following  a given  transaction  either  by  wire  transfer  of  funds  or  by 
check. 

■ More  than  80%  of  Comdata's  funds  transfer  transactions  are  now 
fully  automated  and  occur  without  the  need  for  intervention  by 
Comdata  employees. 

The  Comdata  Express  Check  service  is  designed  to  increase  the  speed 
of  funds  transfer  and  decrease  associated  communications  expenses. 

• Truckers  are  furnished  with  a supply  of  blank  Comchek  drafts  and 
may  issue  their  own  Comcheks  upon  obtaining  an  express  code  from 
the  trucking  company  customer.  The  express  code  contains  the 
customer's  identity  and  the  amount  the  individual  is  authorized  to 
obtain. 
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• The  trucker  enters  the  code  and  other  specified  information  on  the 
Comchek  draft  and  presents  the  draft  to  a service  center,  which  calls 
Comdata  to  obtain  an  authorization  number  for  the  transaction. 

Comdata  also  offers  a identification  card  system  for  fuel  purchases  and 
other  services.  The  trucking  company  employee  is  given  a fuel 
purchase  identification  card  that  may  be  used  at  a truck  stop  or  other 
service  center. 

• In  about  80%  of  all  fuel  purchase  transactions,  the  card  is  read  by  a 
POS  device,  the  cashier  enters  certain  information  about  the 
purchase  and  the  proposed  transaction  is  confirmed  and  approved 
electronically  by  Comdata's  computers.  If  a service  center  does  not 
have  a POS  device,  a cashier  will  call  Comdata  for  approval. 

• Trucking  customers  have  access  to  Comdata’s  data  base  and  may 
obtain  information  on  recent  transactions  by  their  employees. 

The  Comchek  Alliance  Program  is  a fuel  purchase  and  fuel  tax 
reporting  service. 

- As  part  of  the  program,  participating  service  centers  may  offer 
rebates  to  all  of  Comdata's  customers  that  obtain  fuel  at  their 
locations.  The  program  also  tracks  and  reports  data  concerning 
direct  billing  relationships  between  service  centers  and  trucking 
companies,  as  well  as  fuel  purchase  identification  card 
transactions.  Comdata  charges  a transaction  fee  to  the  trucking 
company  and,  in  some  cases,  to  the  service  center. 

- Each  time  the  Comchek  card  is  used  during  a fuel  transaction, 
information  (location  of  fueling,  quantity,  cost,  type,  etc.)  is 
automatically  collected  and  entered  on  an  Alliance  Workstation 
or  PC  using  Comdata  software.  Comdata  merges  the  fuel  and  trip 
information  files  with  fuel  tax  software  programs  to  accurately 
report  tax  liabilities  for  each  state.  Comdata  completes  all 
appropriate  state  tax  forms  and  delivers  them  to  each  customer. 

Express  Cash,  Comdata's  driver  funds  management  service,  allows 
carriers  to  automate  all  payments  or  advances  for  their  drivers- 
including  payroll  or  settlements,  trip  advances,  and  miscellaneous 
advances.  Using  a Comchek  card  as  identification,  drivers  can  access 
their  payroll  funds  at  any  of  Comdata's  9,000  Comchek  Service  Centers. 

The  Comchek  Phone  Card  is  an  identification  card  that  can  be  used  as 
a telephone  credit  card,  as  well  as  a fuel  purchase  card  that  provides 
cost  control  features  to  its  customers.  The  trucking  company  can 
preprogram  which  locations  its  drivers  may  call  and  the  number  of  calls 
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allowed.  Revenues  from  this  service  were  $5.4  million  in  1991,  $4.9 
million  in  1990,  and  $3.3  million  in  1989. 

Comchek  LoadMatcher  (formerly  COMVOY)  is  an  on-line  data  base 
of  trucks  and  loads  available  across  the  U.S.  and  Canada.  The  service 
is  designed  to  reduce  empty  backhauls  by  making  specific  shipment 
information  available  to  trucking  company  customers.  This  program 
generated  $3.2  million  in  revenues  in  1991. 

Comdata  is  the  largest  issuer  of  temporary  transportation  permits  in 
North  America.  Fax  machines  are  installed  at  1,200  truck  stops  in 
North  America  to  assist  trucking  companies  in  obtaining  necessary 
state  vehicle  permits  along  their  planned  routes. 

• During  1991,  Comdata  processed  more  than  1.5  million  permits. 

• The  ACCEL™  Legalization  System,  introduced  in  June  1990,  is  a 
distributed  system  installed  at  the  client's  site  for  initiating,  ordering, 
tracking,  and  processing  size,  weight  and  other  specialized  permits 
via  Comdata's  data  center  in  Carrollton  (TX).  There  are  currently 
over  50  ACCEL  Legalization  Systems  installed. 

Drive rLink/24™  is  an  in-truck  voice  and  data  communications  system 
developed  by  Comdata  as  a value-added  remarketer  for  Motorola's 
CoveragePLUS  product.  DriverLink/24  allows  a trucking  company  to 
communicate  with  drivers  while  in  transit  by  voice,  voice  mail,  text 
message,  and/or  status  messages. 

Trans-Link™  is  a direct  billing  service  offered  by  Comdata  that  was 
designed  in  cooperation  with  the  National  Association  of  Truck  Stop 
Operators  (NATSO)  for  its  truck  stop  members.  Comdata  also  provides 
similar  direct  billing  services  to  non-NATSO  members. 

As  a result  of  the  acquisition  of  Fleetline  in  May  1989,  Comdata  also 
provides  fuel  tax  reporting,  driver  log  auditing,  and  audio  and  video 
tape  training  for  trucking  company  drivers  and  management. 

Consumer /Retail  Services: 

Comdata  Consumer  Services  provides  cash  advance  services  to 
individuals  for  personal  and  emergency  reasons  and  check 
authorization  and  guarantee  services  to  retailers. 

Individuals  may  use  MasterCard,  VISA,  or  Discover  credit  cards  at 
Comchek  service  centers  to  obtain  cash.  During  1991,  Comdata 
completed  five  million  credit  card  cash  advance  transactions  with  a face 
value  of  $1.5  billion. 
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• Authorization  of  the  amount  requested  is  confirmed  by  terminals 
that  have  access  to  MasterCard,  VISA,  or  Discover  authorization 
files. 

• Once  authorization  is  confirmed,  Comdata  either  manually  or 
electronically  calls  the  service  center  and  supplies  a Comchek 
authorization  number.  The  service  center  issues  a Comchek  draft 
payable  to  the  recipient.  Generally,  the  recipient  endorses  the  draft 
and  obtains  cash  from  the  service  center. 

• The  amount  received  by  the  cardholder,  along  with  Comdata’s 
service  fee,  is  charged  to  the  individual's  credit  card  account. 
Comdata  pays  a commission  to  the  casino,  racetrack,  or  similar 
service  center  for  each  transaction. 

• These  credit  card  services  are  currently  available  in  over  340 
legalized  gambling  casinos,  including  a majority  of  the  casinos  in  Las 
Vegas,  Reno,  and  Lake  Tahoe  (NV)  and  Atlantic  City  (NJ)  and  in 
more  than  400  other  gaming  locations. 

• Sales,  marketing,  and  field  operations  for  these  services  are  provided 
by  PCI,  Inc. 

Comdata  provides  check  verification  and  collection  services  to 
approximately  190  retailers  (primarily  grocery  stores)  in  the 
metropolitan  areas  of  Atlanta,  St.  Louis,  most  of  California  north  of 
San  Diego,  central  Pennsylvania,  and,  to  a limited  degree,  in  other  parts 
of  the  U.S.  These  services  are  currently  marketed  under  the 
trademarks  Cashex  and  Honest  Face.  During  1991,  Comdata  processed 
43  million  checks,  credit,  or  debit  transactions  with  a face  value  of  $2.8 
billion. 

• Comdata  also  provides  mail  and  telephone  collection  services  for 
returned  checks. 

• The  Integrated  Payment  System  (IPS),  an  automated  in-lane 
payment  system  for  supermarkets  that  accepts  credit  and  debit  cards 
as  well  as  authorizes  checks  through  a single  device.  IPS  also 
provides  a platform  for  future  services,  such  as  frequent  shopper 
incentives,  electronic  couponing,  and  other  special  promotions. 

Telecommunications  Services: 

Comdata  customers  can  consolidate  their  inbound  and  outbound  long 
distance  phone  usage  through  Comdata.  Because  of  the  discounts 
available  to  volume  purchasers,  customers  realize  significant  savings  on 
their  long-distance  costs. 
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Industry  Markets 


Geographic 

Markets 


Computer 
Hardware  and 
Software 


• Under  Comdata's  NewCom™  service,  Comdata  acts  as  a value- 
added  reseller  of  AT&T's  communications  services.  Subscribing 
businesses  participate  in  discounts  that  increase  in  proportion  to 
their  own  monthly  calling  volume.  The  service  also  includes 
centralized  network  management  and  disaster  planning  and  backup. 
This  service  generated  revenues  of  $8  million  in  1991. 

• NewComPLUS™,  introduced  in  1992,  provides  services  similar  to 
NewCom  through  a second  common  carrier,  Advanced 
Telecommunications  Corporation. 


Comdata's  1991  revenue  was  derived  as  follows: 


Transportation  industry 

58% 

Credit  cardholders 

36% 

Retail  establishments 

6% 

100% 

Comdata's  trucking  company  customers  range  in  size  from  those  with 
several  thousand  trucks  to  small  companies  with  fewer  than  five  trucks. 

■ The  majority  of  Comdata’s  trucking  company  customers  are  common 
carriers,  as  opposed  to  private  fleets.  Many  common  carriers  do  not 
employ  their  drivers,  but  instead  contract  with  them  individually  as 
owner-operators.  Such  owner-operators  usually  settle  their  expenses 
with  the  common  carrier  after  the  completion  of  each  trip. 

During  1991,  nine  customers  accounted  for  over  75%  of  revenue  from 
Comdata's  check  payment  services.  Major  customers  include  Kmart, 
Shop'n  Save,  Giant,  Kroger,  Safeway  West,  and  Lucky  Stores. 


Virtually  100%  of  Comdata's  1991  revenue  was  derived  from  the  U.S. 

In  addition  to  its  headquarters  in  Brentwood  (TN),  Comdata  has  offices 
in  the  metropolitan  areas  of  Atlanta,  Dallas,  and  Los  Angeles. 

Comdata  has  over  13,000  service  centers  in  North  America. 


Virtually  all  of  Comdata's  processing  operations  have  been  outsourced 
to  IBM  Integrated  Systems  Solutions  Corporation. 

Comdata's  data  centers  in  Brentwood,  Brea  (CA),  Dallas  (TX),  and 
Atlanta  (GA)  have  various  mainframes,  midrange  systems,  and 
microcomputers  installed  in  support  of  their  various  operations. 
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Comdisco  Disaster 
Recovery  Services 


President:  Nicholas  K.  Pontikes 

6111  North  River  Road 
Rosemont,  IL  60018 
Phone:  (847)  698-3000 

(800)  272-9792 
Fax:  (847)518-5440 

internet:  http://www.comdisco.com 


COMDISCO 

DISASTER  RECOVERY  SERVICES 


Status:  Division 

Parent:  Comdisco,  Inc. 

Employees:  800  (8/96) 

Revenue,  FYE  9/30/95:  $267,000,000 

Revenue,  9 mos.  ending  6/30/96:  $231,000,000 


Key  Points 

• Comdisco  Disaster  Recovery  Services  is  a 
leading  global  provider  of  business 
continuity  services. 

• In  March  1996,  the  company  acquired  the 
customer  contracts  for  CSC  CompuSource’s 
alternate  facility  (hotsite),  check  processing, 
and  mobile  recovery  services,  extending 
Comdisco’s  recovery  product  set. 


• During  1996,  Comdisco  Disaster  Recovery 
Services  has  opened  business/Workarea 
Recovery  facilities  in  Seattle,  Charlotte, 
Orlando,  Phoenix  (11/96),  Victoria,  and 
Vancouver  and  significantly  expanded  other 
sites.  The  additions  expand  the  company’s 
commitment  to  Workarea  Recovery 
Solutions®  and  the  evolving  business 
continuity  needs  across  all  platforms. 

• In  May  1996,  Comdisco  announced  a 
relationship  with  Deutsche  Telekom  to  open 
disaster  recovery  facilities  in  Germany. 
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Company  Description 

Comdisco  Disaster  Recovery  Services,  founded 
in  1980,  provides  business  continuity  services, 
specializing  in  end-to-end  recovery.  The 
company  has  more  than  3,200  customers 
worldwide. 

• These  services  include  emergency  data 
processing  backup,  principally  for  large 
system  users  of  IBM  and  compatible 
equipment;  business  (end  user)  recovery, 
including  work  area  and  voice  recovery 
capabilities;  and  consulting  services  in 
business  continuity  planning,  network 
services,  and  data  protection  throughout  the 
U.S.,  Canada,  and  Europe. 

• The  company  also  provides  backup 
capabilities  for  users  of  AT&T,  Digital, 
FileNet,  Hewlett-Packard,  Hitachi,  IBM, 
Pyramid,  Stratus,  Sun,  Tandem,  and  Unisys 
equipment. 

• To  date,  Comdisco  Disaster  Recovery 
Services  has  supported  249  recoveries 
worldwide.  Disaster  declarations  occurred 
as  a result  of  equipment  and  business 
outages,  fires,  floods,  and  hurricanes. 

Comdisco  Disaster  Recovery  Services  operates 
as  a division  of  Comdisco,  Inc.  a publicly 
traded,  $2.2  billion  technology  services 
company  headquartered  in  Rosemont  (IL)  that 
leases  and  remarkets  computers  and  other 
high-technology  equipment,  provides 
technology  planning  and  asset  management 
services,  business  continuity  services,  systems 
integration,  and  network  services. 

Organization  and  Structure 

Comdisco  Disaster  Recovery  Services  is 
headquartered  in  Rosemont  (IL)  and  has  a 
total  of  32  recovery  facilities  worldwide. 


Of  Comdisco’s  32  locations,  eight  serve  as 
major  data  center  recovery  environments 
providing  extensive  hot  site  and/or  shell  site 
services. 

• These  eight  regional  recovery  centers  serve 
major  commercial  centers,  including  New 
York,  Chicago,  Northern  California,  Texas, 
Toronto,  London,  and  Paris. 

• Each  recovery  center  can  support  multiple 
customers  simultaneously  and  includes 
telecommunications  capabilities,  conference 
rooms,  office  space,  support  areas,  and 
appropriate  on-site  technical  personnel. 

Workarea  Recovery  centers  are  located 
adjacent  to  each  computer  recovery  center  as 
well  as  in  other  sites.  Comdisco’s  recovery 
facility  locations  are  as  follows: 

• Arlington  (VA) 

• Atlanta  (Smyrna,  GA) 

• Baltimore/Washington  (Columbia,  MD) 

• Boston  (Waltham,  MA) 

• Calgary  (Calgary  AB) 

• Charlotte  (Huntersville,  NC) 

• Chicago  (Rosemont,  IL) 

• Chicago  (Wood  Dale,  IL) 

• Dallas  (Grand  Prairie,  TX) 

• Denver  (Englewood,  CO) 

• Detroit  (Farmington  Hills,  MI) 

• Indianapolis  (Indianapolis,  IN) 

• Los  Angeles  (Cypress,  CA) 

• Minneapolis/St.  Paul  (Minnetonka,  MN) 

• Montreal  (Montreal  QB) 

• New  York/New  Jersey  (Carlstadt,  NJ) 

• New  York/New  Jersey  (East  Rutherford,  NJ) 

• New  York/New  Jersey  (North  Bergen,  NJ) 

• Orlando  (Winter  Haven,  FL) 

• Philadelphia  (Bridgeport,  NJ) 

• Phoenix  (Tempe,  AZ) 

• San  Francisco  (San  Ramon,  CA) 

• Seattle  (Renton,  WA) 

• St.  Louis  (St.  Louis,  MO) 

• Toronto  (Mississauga,  ON) 
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• Vancouver  (Vancouver,  BC) 

• Victoria  (Victoria,  BC) 

Outside  of  North  America,  Comdisco  Disaster 
Recovery  Services  has  facilities  in  London, 
Warrington,  Coventry,  and  Isleworth 
(England)  and  Paris  (Ageris  International, 
S.A.),  with  plans  to  open  facilities  in  Germany 
in  the  fall  of  1996. 

Computer  Hardware 

Comdisco’s  computer  recovery  facilities  are 
equipped  with  various  AT&T,  Digital,  FileNet, 
Hewlett-Packard,  Hitachi,  IBM,  Pyramid, 
Stratus,  Sun,  Tandem,  and  Unisys  systems  as 
follows: 

• Large  systems/mainframes:  IBM  ES/9000, 
3090;  Hitachi 

• Midrange/distributed  systems:  IBM  AS/400, 
RS/6000;  Digital  Alpha  and  VAX;  Tandem 
K20000,  Himalaya,  Cyclone,  and  VLX;  HP 
9000;  Unisys  2200/500;  Stratus;  Sun;  AT&T; 
Pyramid;  FileNet 

• PC/LAN  servers 

Advanced  Recovery  Services  (vaulting, 
journaling,  database  shadowing,  mirroring) 
are  available  on  all  mainframe  and 
midrange/distributed  platforms. 

Company  Strategy 

Comdisco  Disaster  Recovery  Services’  mission 
is  to  deliver  integrated  solutions  that 
minimize  risk  by  enabling  businesses  to 
protect  and  recreate  the  flow  of  information 
quickly  and  cost  effectively. 

During  1994,  Comdisco  Disaster  Recovery 
Services  announced  its  Project  2000  growth 
and  technology  initiative  to  leverage 
investments  to  stimulate  growth  while 


continuing  to  improve  margins  and  customer 
satisfaction.  The  program  represents  $300 
million  in  investments  through  the  year  2000 
to  serve  customers’  evolving  business 
continuity  needs  across  all  platforms. 

Specific  elements  of  Comdisco  Disaster 
Recovery  Services’  strategy  include: 

• Developing  a mainframe  backup  capability 
responsive  to  huge  data  centers  created  by 
mergers,  acquisitions,  and  outsourcing 
trends 

• Expanding  network  services  beyond  SNA, 
frame  relay,  ATM  to  address  application 
recovery 

• Maintaining  industry-leading  role  in 
distributed/open  systems  recovery 

• Continuing  to  assist  companies  in 
developing  and  implementing  end-to-end 
recovery  strategies 

Financials 

Comdisco  Disaster  Recovery  Services’  fiscal 
1995  revenue  reached  $267  million,  a 10% 
increase  over  fiscal  1994  revenue  of  $242 
million. 

A five-year  financial  summary  is  shown  on  the 
following  page. 

Revenue  growth  in  fiscal  1994  and  1995  was 
primarily  the  result  of  the  growth  in  the 
customer  base,  products,  and  services. 

Comdisco  Disaster  Recovery  Services 
management  anticipates  fiscal  1996  revenue 
will  reach  $290  million,  with  pretax  profits  of 
$37  million. 
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Comdisco  Disaster  Recovery  Services 
Five-Year  Revenue  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

9/95 

9/94 

9/93 

9/92 

9/91 

Revenue 

$267 

$242 

$216 

$193 

$150 

• Percent  change  from 
previous  year 

10% 

12% 

12% 

29% 

27% 

Pretax  earnings 

$29 

$18 

$10 

CO 

00 

$18 

Interim  Results 

Revenue  for  the  nine  months  ending  June  30, 
1996  reached  $231  million,  a 17%  increase 
over  $197  million  for  the  same  period  a year 
ago. 

• Pretax  earnings  were  $30  million,  up  from 
$21  million  for  the  same  period  a year  ago. 

• The  results  for  this  year  include  the 
operations  of  the  network  services  business 
of  NetforceMTI,  which  was  acquired  by 
Comdisco  in  December  1995. 

Market  Financials 

Comdisco  Disaster  Recovery  Services’  revenue 
derived  from  clients  in  various  industries.  It 
is  estimated  fiscal  1995  revenue  was  derived 
approximately  as  follows: 


Manufacturing 29% 

Banking 23% 

Retail/wholesale 10% 

Insurance 10% 

Utilities 4% 

Financial  services 3% 

Government  and  education 2% 

Communications 2% 

Other  services 17% 


100% 

Clients  range  from  midsized  companies  to 
Fortune  50  firms  with  global 
mainframe/distributed  system  installations 
and  critical  usage  requirements. 

Geographic  Markets 

Approximately  82%  of  Comdisco  Disaster 
Recovery  Services’  fiscal  1995  revenue  was 
derived  from  the  U.S.,  12%  from  Europe,  and 
the  remaining  6%  from  Canada. 

A three-year  summary  of  geographic  sources 
of  revenue  is  shown  on  the  following  page. 
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Comdisco  Disaster  Recovery  Services 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/95 

9/94 

9/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$219 

82% 

$201 

83% 

$171 

79% 

Europe 

33 

12% 

25 

10% 

29 

13% 

Canada 

15 

6% 

16 

7% 

16 

7% 

Total  (a) 

$267 

100% 

$242 

100% 

$216 

100% 

(a)  Differences  due  to  rounding. 


Acquisitions 

In  March  1996,  Comdisco  Disaster  Recovery 
Services  acquired  the  assets  and  contracts  of 
the  disaster  recovery  division  of  CSC 
CompuSource,  a unit  of  Computer  Sciences 
Corporation  (CSC). 

• Under  the  agreement,  Comdisco  Disaster 
Recovery  Services  acquired  customer 
contracts  for  CSC  CompuSource’s  alternate 
facility  (hotsite)  recovery  services,  check 
processing  recovery  services.  Provident 
mobile  recovery,  and  related  assets. 

• CSC  CompuSource,  based  in  Cary  (NC), 
served  the  disaster  recovery  and  mobile 
recovery  services  market,  specializing  in 
low-end  IBM  mainframe  recovery. 

• Comdisco  gained  more  than  a dozen 
operations  and  sales  employees  from  CSC 
CompuSource  along  with  facilities  in 
Norcross  (GA),  Tewksbury  (MA),  and  Niles 
(OH). 

• In  a separate  agreement,  Comdisco  Disaster 
Recovery  Services  was  awarded  contracts  to 
provide  disaster  recovery  services  for  CSC’s 
North  American  facilities. 


In  December  1995,  Comdisco  acquired 
NetforceMTI  of  Minneapolis  (MN).  Financial 
terms  were  not  disclosed. 

• NetforceMTI  was  a privately  held 
communications  network  services  company 
that  provides  network  assessment,  design, 
planning,  implementation,  configuration, 
installation,  and  management  services.  In 
addition  to  its  headquarters  location,  the 
company  also  has  offices  in  Chicago, 
Cleveland,  Des  Moines,  and  Washington, 
D.C. 

• NetforceMTI  had  approximately  60 
employees  at  the  time  of  the  acquisition  and 
revenue  of  $20  million  for  the  fiscal  year 
ending  October  31,  1995. 

• The  operations  of  Netforce  have  been 
merged  into  Comdisco’s  newly  formed 
Comdisco  Network  Services  division,  headed 
by  Mark  Johnson,  founder  and  CEO  of 
NetforceMTI,  reporting  to  Comdisco 
Disaster  Recovery  Services  president, 
Nicholas  K.  Pontikes. 

Employees 

Comdisco  Disaster  Recovery  Services 
currently  has  approximately  800  employees, 
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including  approximately  150  international 
employees. 

Key  Products  and  Services 

Disaster  Recovery 

Comdisco  Disaster  Recovery  Services  provides 
business  continuity  services  for  the  data 
center  and  for  individual  business 
departments  and  the  corporation  as  a whole. 
The  company  has  a total  of  5,690  remote 
recovery  seats,  as  follows: 


Emergency  response 3,245 

Business  recovery 2,445 

5,690 


As  of  September  1996,  Comdisco  Disaster 
Recovery  Services  had  approximately  3,200 
subscribers  worldwide. 

Comdisco’s  disaster  recovery  facilities  are 
linked  via  CDRS  Net®,  the  company’s  private, 
high-speed  fiber  backbone  network. 

• Telecommunications  capabilities  include 
SONET-based  services,  ATM  switching, 
VSAT  hubs,  Accunet  reserved  T1.5  services, 
and  NTI  Meridian  1 PBX. 

• Through  CDRS  Net,  the  company  offers 
customers  access  to  its  North  American 
facilities,  including  a range  of  data 
processing  recovery  services  at  hot  sites, 
Customer  Control  Centers,  and  shell  sites. 

• Hot  sites  are  equipped  computer  facilities 
that  include  central  processing  units, 
peripherals,  and  communications 
equipment. 

• A Customer  Control  Center  interfaces 
customers  to  geographically  separated  hot 
sites  by  means  of  network  infrastructure. 

• All  facilities  also  include  workarea,  voice, 
and  network  capabilities.  Capabilities  also 


include  client/server  platforms  and 
midrange  systems. 

Recovery  services  are  segmented  as  follows: 

• Large  site  processing  recovery  facilities 
includes  System  Center  2000  in  North 
Bergen  (NJ),  a 166,000  square  foot  facility 
with  1,686  MIPS  of  processing  power  and 
6.5  terabytes  of  storage  capacity.  Comdisco 
Disaster  Recovery  Services  offers  recovery 
solutions  for  all  large  systems  technologies 
and  provides  staff  support  for  all  high-end 
systems,  including  IBM  ES/9000  and  S/390, 
as  well  as  Unisys,  Amdahl,  and  Hitachi 
systems. 

• Server  recovery  solutions  are  specifically 
designed  for  distributed  server 
environments.  Recovery  sites  provide 
multiple  Customer  Control  Centers  and 
connectivity  between  vendor  systems  for 
complete  integrated  recovery  capabilities. 

- Interoperability  and  network  connectivity 
with  other  Comdisco  Disaster  Recovery 
Services  facilities  provide  local  access, 
maximum  flexibility,  and  redundancy. 

- Full  telecommunications  capabilities,  from 
SONET-based  services  to  ATM  switching 
to  VSAT  technology,  support  transparent 
recovery  for  all  types  of  distributed 
architectures,  including  IBM  AS/400  and 
RS/6000,  Digital  VAX  and  Alpha,  Tandem, 
Stratus,  Hewlett-Packard,  Pyramid, 
AT&T,  Sun,  and  other  UNIX  and  Intel- 
based  systems. 

• Workarea  Recovery  Solutions  allow 
customers  to  relocate  key  personnel  at  a 
Comdisco  Disaster  Recovery  Services 
Workarea  Recovery  Center  and  continue 
business  operations  in  the  event  of  a 
disruption.  Equipment  options  include 
PC/servers,  PC/LAN  stations,  and 
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communications  networks  providing  access 

to  the  technology  and  data  they  need  to 

carry  on  with  business  as  usual. 

- A typical  Comdisco  Disaster  Recovery 
Services  work  area  room  is  equipped  with 
prewired  workstations,  data  terminals  and 
PCs,  telecommunications  capabilities, 
server  rooms  with  print  and  tape 
capabilities,  and  a flex-connect  hub  for 
voice  and  data  connectivity. 

- Voice  Recovery — A typical  center  contains 
all  equipment  needed  to  re-establish  voice 
communications,  including  multibutton 
phonesets,  local  trunk  access  for  outbound 
and  inbound  calling,  dedicated  inbound 
800  number  service  lines,  and  a PBX 
system. 

- PCsAV orkstations — Comdisco-supplied 
PCs  include  Token  Ring  or  Ethernet  LAN 
connections. 

- Platforms — Comdisco  Disaster  Recovery 
Services  can  accommodate  platforms  and 
data  terminals  to  match  a client’s  working 
environment,  such  as  AS/400,  Hewlett- 
Packard,  Digital,  or  IBM  3270. 

- Server  Room — A custom-designed  room 
with  ServerBays,  LAN  Administrator 
Stations,  telephone  and  device 
connectivity,  and  tape  capabilities  for 
recovering  LAN  server  equipment. 

- Flex-Connect  Hub — A Comdisco  wiring 
and  interconnect  system  for  flexible 
configuration  of  voice  and  data 
connectivity. 

- Workarea  Recovery  Centers  also  offer  on- 
site access  to  conference  rooms  and 
canteens  in  a secured  environment  24- 
hours,  7 days-a-week. 


• Network  recovery  is  supported  through 
CDRS  Net,  the  company’s  global 
telecommunications  network  linking  all  of 
Comdisco’s  recovery  centers. 

Comdisco’s  Millennium  Testing  Services  allow 
users  or  their  service  providers  undergoing 
Year  2000  conversions  to  recreate  systems  in 
one  of  the  company’s  North  American  recovery 
facilities  and  test  the  converted  code  in  a fully 
loaded  environment. 

• Three  categories  of  services  are  provided 
including  qualification  tests  (assessing  the 
scope  of  the  conversion  process),  checkpoint 
tests  (status  checks  throughout  the  process), 
and  validation  tests  (once  the  conversion 
process  is  complete). 

• The  service  supports  a range  of  platforms, 
including  IBM  mainframes,  Unisys,  AS/400, 
RS/6000,  Tandem,  Digital  VAX  and  Alpha, 
Stratus,  Hewlett-Packard,  Pyramid,  and 
Sun  Microsystems. 

Contracts  for  business  continuity  services 
generally  range  from  two  to  five  years,  with  a 
majority  of  the  clients  having  five-year 
contracts.  Pricing  is  based  on  the  customer’s 
hardware  and  configuration  requirements. 

Professional  Services 

Comdisco  Disaster  Recovery  Services  has 
approximately  125  consultants  dedicated  to 
providing  professional  services  to  business 
continuity  clients. 

Business  Continuity  Lifecycle  Services  include 
the  following  services: 

• Capability  Benchmark:  Assessment  of  a 
client’s  business  continuity  program, 
including  their  organization,  skills, 
management  processes,  business  exposures, 
recovery  strategy  and  plans,  testing,  and 
continuous  improvement. 
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• Business  Vulnerability  Analysis: 

Assessment  of  critical  business  exposures 
resulting  from  a disaster,  identification  of 
vulnerabilities  in  a client’s  technology 
infrastructure,  and  the  business  processes 
and  information  flow  enabled  by  that 
infrastructure. 

• Recovery  Strategy  Design:  Assistance  with 
the  design  and  implementation  of  strategies 
for  recovering  critical  resources  (work  areas, 
data  centers,  networks,  and  distributed 
systems),  as  well  as  the  applications  and 
information  that  flow  across  those 
resources. 

• Recovery  Plan  Development:  Design  and 
development  of  concise,  action-oriented 
plans  and  the  teams  necessary  to  respond  to 
and  recover  from  a disaster. 

• SmarTest  Support  Services:  Assessment  of 
the  cost,  quality,  and  effectiveness  of 
current  testing  program;  as  well  as 
providing  ongoing  test  support. 

• Continuous  Improvement  Services:  Ongoing 
management  of  recovery  plans,  including 
updated  plan  documents,  recommendations 
for  improvements,  and  quality  assurance. 

Enterprise  Recovery  Management  Services 

include: 

• SelectSourcingSM:  Permits  customers  to 
select  which  of  CDRS’  services  are  required. 

• Process  Improvement  and  Knowledge 
Network:  Development  of  a repository  of 
well-defined,  repeatable  processes  and  tools 
for  building  more  effective  business 
continuity  programs. 

• Benchmarking  Business  Continuity: 

Ongoing  comparisons  of  clients’  business 
continuity  program  to  similar  organizations’ 


programs,  facilitating  the  continuing 
improvement  process  and  ensuring  costs  are 
in  line  with  industry  norms. 

Comdisco  Disaster  Recovery  Services  also 
offers  ComPAS®,  a Windows-based  business 
recovery  planning  software  tool  that  guides 
customers  through  a step-by-step  process  of 
developing,  testing,  and  implementing 
integrated  continuity  plans. 

In  July  1996,  Comdisco  announced  it  is 
developing  a Lotus  Notes-based  recovery 
planning  product  in  conjunction  with  Paragon 
Bermuda,  Ltd.  and  United  System  Solutions. 
The  new  product,  Continue™  for  Lotus  Notes, 
is  based  on  ComPAS  and  provides  Notes  users 
with  a planning  tool  for  developing  an  end-to- 
end  recovery  solution. 

Other 

Mobile  Recovery  Operations  Center 
(COMROC)  is  a modular,  transportable  cold 
site  that  can  be  assembled  at  a customer’s 
location  in  7 to  23  days. 

• The  units  come  complete  with  raised 
flooring  security  systems,  and  other  critical 
data  center  equipment,  and  can  replace  an 
unavailable  data  center  or  provide  a useable 
space  for  a range  of  corporate  functions. 

• COMROC  ranges  in  size  from  1,200  to  9,600 
square  feet  and  was  designed  for  customers 
in  need  of  long-term  recovery  environments. 

Comdisco  Disaster  Recovery  Services  also 
provides  SAP  recovery/consulting  services  and 
to  date  has  supported  eight  recoveries. 

Advanced  Recovery  Services  allow  client 
organizations  to  backup  their  systems  or 
database  transaction  data  to  a Comdisco  site 
via  CDRS  Net  or  a public  network. 


Page  8 of  9 


Comdisco  Disaster  Recovery  Services 

INPUT  1996  Reproduction  prohibited.  September  1996 


INPUT  Vendor  Profile 


• Data  recovery  solutions  for  midrange  and 
mainframe  systems  are  offered,  as  well  as 
solutions  designed  specifically  for  local-area 
networks,  distributed,  and  open  operating 
systems. 

• Services  include  electronic  vaulting,  remote 
journaling,  database  shadowing,  standby 
processing,  standby  DASD,  and  hot  network 
nodes. 

• With  continuous  availability  services, 
Comdisco  captures  customer  transaction 
data  continuously  and  transmits  it  to  a 
Comdisco  Disaster  Recovery  Services 
recovery  facility  in  real-time 

The  company  also  offers  NetSaveSM,  an 
automated  backup,  retrieval,  and  restore 
software  package  for  LANs. 

Marketing  and  Sales 

Comdisco  Disaster  Recovery  Services  markets 
its  services  through  a direct  sales  force. 

Alliances 

Comdisco  Disaster  Recovery  Services  has 
alliances  with  a range  of  vendors  including 
BMC,  Compaq,  Computer  Solutions, 

DataBase  Filetech,  Digital,  EMC,  E-Net, 
FileNet,  Micro  Age,  Moore  Business  Products, 
Pyramid,  Sterling  Software,  and  Unisys. 

In  September  1996,  Comdisco  and  VIASOFT 
announced  they  would  jointly  develop  a 
testing  guide  that  supports  both  the 
application-  and  system-level  software  test 
requirements  associated  with  a year  2000 
conversion.  As  part  of  this  relationship, 
VIASOFT  will  be  actively  participating  in 
Comdisco’s  Millennium  Testing  Services 
program. 

In  late  1995,  Comdisco  Disaster  Recovery 
Services  and  EMC  Corporation  announced 
joint  marketing  of  EMC’s  Symmetrix  Remote 


Data  Facility  (SRDF)  business  continuance 
software.  SRDF  is  designed  to  provide  real- 
time copies  of  data  between  EMC’s  Symmetrix 
family  of  ICDA  storage  subsystems  and 
enables  Comdisco  Disaster  Recovery  Services 
customers  to  mirror  their  critical  data  and 
applications  from  their  home  site  to  a 
Comdisco  Disaster  Recovery  Services  recovery 
facility. 

Competition 

Comdisco  Disaster  Recovery  Services’  primary 
competitors  include  IBM  ISSC  and  SunGard 
Data  Systems. 

The  company  also  competes  with  various 
smaller  regional  firms  in  the  U.S.,  Canada, 
and  Europe. 

Assessment 

Comdisco  Disaster  Recovery  Services’ 
strengths  include: 

• Industry  leadership  in  market  share  and 
experience 

• Marketplace  commitment 

• Complete  solutions  set,  including  leveraging 
the  parent  company’s  technology,  leasing, 
asset  management,  and  network  services 
product  offerings 

Challenges  include  helping  customers  address 
exposures  from  increased  reliance  on 
technology  and  the  wide-spread  distribution  of 
technology. 


Parent  Company 

Comdisco,  Inc. 

6111  North  River  Road 
Rosemont,  IL  60018 
Phone:  (847)  698-3000 
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President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Mickey  Benam 
Private  Company 
11 

$1-$2  million* * 
12/31/92 


2388  Pleasantdale  Road 
Atlanta,  GA  30340 


Phone:  (404)448-5259 
Fax:  (404)  448-3350 
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Key  Points 


• Communications  Software,  Inc.  (CSI)  continues  to  focus  on  the  fast 
growing  personal  communications  industry. 

• Recently,  CSI  has  taken  steps  to  target  the  global  market,  with  two 
installations  in  Europe.  It  is  anticipated  that  revenue  from 
international  sources  will  grow  to  20%  to  25%  of  total  revenue  over 
the  next  three  years. 

• Several  new  applications  that  have  been  introduced  in  the  past  year 
include  Equipment  History,  Reseller  Access,  and  Enhanced 
Terminal  Interfacing. 

• CSI  recently  gained  a major  new  client-Bell  Atlantic  Paging. 
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Company 

Description 

CSI,  founded  in  1983,  provides  turnkey  systems  and  professional 
services  for  billing  and  inventory  control  to  companies  providing 
personal  communications  services  (paging,  mobile  telephones,  cellular, 
answering  services,  and  voice  mail). 

Strategy 

CSI's  strategy  is  to  provide  billing  and  reporting  solutions  exclusively 
for  the  personal  communications  industry. 

The  company's  strategy  for  growth  includes  global  expansion  and  the 
development  of  new  applications  within  the  personal  communications 
industry. 

The  company  is  expanding  its  marketing  efforts  to  European 
companies. 

Financials 

CSI's  annual  revenue  has  ranged  between  $1  million  and  $2  million 
over  the  past  several  years. 

The  company  has  gained  new  clients  each  year,  but  has  also  lost 
installations  due  to  consolidation  in  the  personal  communications 
industry. 

Alliances 

CSI  is  an  Industry  Remarketer  for  IBM  and  a DEC  OEM. 

CSI  also  sell  financial  applications  software  packages  from  Kennedy 
Systems  with  CSI  turnkey  systems. 

CSI's  Info-Pro  report  writer  software  is  based  on  the  IQ  report  writer 
from  IQ  Software,  Inc. 

Key  Products  and 
Services 

Approximately  70%  of  CSI's  revenue  is  derived  from  turnkey  systems, 
20%  from  software  support  services,  and  10%  from  custom 
programming  professional  services. 

CSI  offers  turnkey  systems  to  personal  communications  companies  that 
specialize  in  paging,  mobile  telephone,  telephone  answering,  and/or 
voice  mail  services. 

• CSI's  Pro-Management  Solutions  are  targeted  to  specific 

communications  service  providers.  Those  companies  that  provide 
multiple  personal  communications  services  may  select  only  the 
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packages  necessary  to  support  their  billing  and  inventory  control 
requirements.  Systems  available  include  the  following: 

- Pager-Pro,  for  paging  services 

- Mobile-Pro,  for  mobile  telephone  services 

- Answer-Pro,  for  telephone  answering  services 

- Voice-Pro,  for  voice-mail  services 

- Info-Pro,  a report  writer  based  on  IQ  software 

• Applications  supported  include  the  following: 

- Billing 

- Accounts  Receivable 

- Inventory  Control 

- Reporting 

- General  Ledger 

- Accounts  Payable 

- Lockbox  Processing 

- Reseller  Access 

G 

• The  systems  are  available  for  IBM  RS/6000;  DEC  Alpha,  486;  and 
NCR  computers.  Operating  systems  supported  include  AIX,  UNIX, 
XENIX,  VMS,  MS-DOS,  and  others. 

• There  are  currently  40  systems  installed. 

Professional  services  provided  by  CSI  include  custom  software 
development  related  to  the  company’s  turnkey  systems,  such  as  the 
development  of  interfaces  for  paging  terminals,  mobile  switches,  and 
telephone  answering  service  devices.  The  company  also  provides 
training  and  installation  support  for  its  Pro-Management  Solutions. 

Industry  Markets 

One  hundred  percent  of  CSI's  revenue  is  derived  from  personal 
communications  services  providers. 

CSI  has  installed  systems  for  companies  with  as  few  as  300  subscribers, 
as  well  as  those  with  over  200,000. 

Clients 

Major  clients  include  Bell  Atlantic  Paging,  Pacific  Telesis  International, 
Metrocall,  Arch  Communications,  and  Crico  Communications. 
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Markets 


Approximately  90%  of  CSI's  total  1992  revenue  was  derived  from  the 
U.S.  and  10%  from  international  sources,  including  Canada  and 
Europe. 

CSI  markets  its  products  via  its  direct  sales  force. 

CSI  anticipates  that  international  revenue  will  reach  20%  to  25%  of 
total  revenue  by  1995. 
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Complete  Business 
Solutions,  Inc. 


President  & CEO:  Raj  Vattikuti 

VP  Business  Development:  Roy  Ely 

32605  West  Twelve  Mile  Road 
Suite  250 

Farmington  Hills,  Ml  48334 
Phone:  (810)488-2088 

Fax:  (810)488-2089 


^PCI  COHIPLETE  BUSinESS 

Hip  WPwl  soLUTionsinc. 

~ ' SYSTEMS  INTEGRATION  PARTNERS 


Status:  Private 

Employees:  1 ,500  (2/96) 

Revenue:  $68,000,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Complete  Business  Solutions,  Inc.  (CBSI)  is 
an  international  systems  integration  and 
professional  services  firm. 

• To  date,  the  company  has  performed  more 
than  500  contracts  for  companies  in  the 
financial  services,  retail  and  distribution, 
government,  utilities,  transportation, 
hardware  manufacturing,  health  care, 


manufacturing/automotive  and  information 
technology  industries. 

• CBSI  recently  secured  a 60  man-year 
contract  with  Chrysler  for  a Year  2000 
conversion  project. 

• CBSI  is  facilitating  a five-year,  company- 
wide business  process  reengineering  (BPR) 
effort  for  Spartan  Stores  to  save  it  more 
than  the  $20  million  a year  and  make  it 
more  competitive  in  the  marketplace. 

• CBSI  developed  a client/server  application 
(in  three  months)  for  S.W.I.F.T.,  an 
international  communications  firm,  to 
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market  to  the  financial  and  securities 
industries. 

• CBSI  has  received  other  major  contract 
awards  from  the  State  of  Nevada,  the  State 
of  Oregon  and  the  State  of  Maryland. 

Company  Description 

CBSI  is  an  international  computer  consulting 
firm  specializing  in  systems  integration, 
strategic  systems  development,  software 
application  development,  contract 
programming  and  business  process/system 
reengineering.  The  company  also  offers 
software  products  for  the  law  enforcement  and 
education  marketplace. 

CBSI  was  founded  in  1985  by  Raj  Vattikuti, 
the  company’s  president  and  chief  executive 
officer. 

Organization  and  Structure 

Besides  the  chief  executive,  there  are  90 
managers  who  are  responsible  for  overseeing 
all  consulting  assignments. 

In  early  1995,  CBSI  established  different 
business  units  in  order  to  better  market  its 
services. 

• Industry  Business  Units  include  Automotive, 
Public  Sector,  Retail,  Utilities,  Banking, 
Insurance,  Health  Care  and 
Telecommunications. 

• Geographic  Business  Units  include  East, 
West,  Central,  Europe  and  India. 

• Project  Partners  are  vendors  that  provide 
subcontracts  to  CBSI  and  include  IBM, 
Digital,  Unisys,  Tandem  and  EDS. 

• The  CBSI  Training  Institute  offers 
continuing  education  for  CBSI  consultants 
and  the  public. 


CBSI  is  headquartered  in  F armington  Hills 
(MI)  and  has  additional  U.S.  offices  in 
Cupertino  and  Oakland  (CA)  and  Lombard 
(IL).  Outside  the  U.S.,  CBSI  has  offices  in 
London  (U.K.)  and  Madras  and  Bangalore 
(India). 

Company  Strategy 

CBSI’s  vision  is  to  become  the  systems 
integration  partner  of  choice  worldwide.  The 
company  plans  to  meet  the  business  needs  of 
major  corporations  by  providing  specialized 
technology  and  industry  expertise  to  solve 
complex  systems  integration  and  business 
problems. 

CBSI’s  goal  is  to  provide  responsiveness, 
quality,  cost-effectiveness  and  customer 
satisfaction. 

• CBSI  offers  shared  risk  with  customers  on 
pilot  projects  to  prove  new  technology 
concepts. 

• The  company  cultivates  and  nurtures  long- 
term customer  relationships. 

• CBSI  has  developed  an  aggressive  customer 
response  strategy  similar  to  that  of  tactical 
SWAT  teams.  To  solve  immediate  problems, 
CBSI’s  teams,  composed  of  industry  and 
technology  specialists,  are  quickly  deployed 
to  the  client’s  facility,  while  other  CBSI 
experts  plan  long-term  solutions. 

Within  its  industry  focus,  CBSI  has  generated 
a successful  track  record  in  the  areas  of 
banking,  education,  health  care, 
manufacturing,  public  sector,  retail,  utilities 
and  transportation. 

Financials 

CBSI’s  1995  revenue  was  approximately  $68 
million.  The  company  projects  1996  revenue 
will  reach  $100  million.  A five-year  revenue 
summary  is  shown  on  the  following  page. 
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Complete  Business  Solutions,  Inc. 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$68.0 

$57.0 

$45.0 

$33.0 

$24.0 

• Percent  change  from 
previous  year 

19% 

27% 

36% 

43% 

21% 

CBSI  management  attributes  revenue  growth 
to  new  projects  in  client/server  migration, 
legacy  systems  maintenance  and  object- 
oriented  development. 

CBSI  has  achieved  a compound  growth  rate  of 
73%  since  1986  and  has  operated  profitably 
since  its  inception. 

Revenue  Analysis  by  Product  I Service 
Approximately  50%  of  CBSI’s  revenue  is 
derived  from  professional  services,  44%  from 
systems  integration  services  and  6%  from 
software  products. 

Market  Financials 

CBSI  derives  revenue  primarily  from  the 
automotive,  public  sector,  retail,  utilities, 
banking,  insurance,  health  care  and 
telecommunications  industries. 

CBSI’s  1995  source  of  revenue  was 
approximately  as  follows: 


Public  sector  (government) 34% 

Geographic  regions 28% 

Partners 24% 

Retail  and  distribution 5% 

Software  products 6% 

Utilities 2% 

Other 1% 


100% 


Revenue  from  geographic  regions  and  partners 
comes  from  clients  in  the  targeted  industries 
previously  described. 

Geographic  Markets 

Approximately  90%  of  CBSI’s  revenue  is 
derived  from  the  U.S.  and  10%  from 
international  sources. 

Acquisitions 

During  1994,  CBSI  acquired  a 100%  equity  in 
CBS(India)  of  Madras  (India). 

• CBS(India)  was  formed  as  an  alliance  in 
1991  to  provide  professional  and  systems 
integration  services  in  India  and  to  support 
CBSI’s  contract  programming  operations. 

• CBS(India)  has  approximately  500 
employees  and  recently  achieved  ISO  9001 
certification. 

Employees 

CBSI  has  approximately  1,500  employees 
worldwide,  segmented  as  follows: 


Programming 85% 

Marketing  and  sales 9% 

General  and  administrative 6% 


100% 

Many  of  CBSI’s  technical  staff  have  advanced 
degrees. 
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All  new  employees  receive  orientation  to 
prepare  them  for  working  at  customer  sites. 
New  college  hires  also  receive  intensive 
technical  and  business  communications 
training  to  enhance  their  marketability. 

Key  Products  and  Services 

As  a systems  integration  and  professional 
services  firm,  CBSI  has  capabilities  in  the 
following  areas: 

• Downsizing 

• Database  design 

• Custom  software  development 

• Code  reengineering 

• Software  reengineering 

• Code/data  conversion 

• Porting  and  migrations 

• MIS  business  planning 

• Requirements  analysis 

• Business  process  reengineering 

• Networking  and  communications 

• Systems  modeling  and  integration 

• Training  and  education 

• Applications  development 

• Hardware  capacity  planning 

• On-site/off-shore  development 

The  company  has  expertise  in  the  following 
technologies: 

• Client/server  migrations 

• Legacy  systems  maintenance 

• Object-oriented  development 

• Year  2000  conversion  strategies 

• Fourth-generation  languages 

• Imaging 

• CASE  tools 

• Networking 

• Multimedia 

• Voice  response 


Contract  examples  include  the  following: 

• Building  child  support  systems  for  the  states 
of  Indiana,  Nevada,  West  Virginia,  Oregon, 
Georgia,  Idaho,  Hawaii,  Illinois,  North 
Carolina  and  Nebraska  in  response  to  a 
federal  mandate  that  requires  all  states 
have  a fully  automated  child  support  system 

• Initial  and  continued  involvement  in  the 
BPR  project  at  Spartan  Stores,  Inc.  (Grand 
Rapids,  MI) 

• Migrating  legacy  systems  to  client/server  for 
Chrysler,  Suburban  Communications  and 
FRITZ 

• Developing  a strategic  marketing 
intelligence  system  for  Consumers  Power 
Co. 

• Developing  an  automated  student 
registration  system  for  Ford  Motor  Company 

• Working  on  a major  electronic  data 
interchange  (EDI)  project  for  the 
Handleman  Company 

• Network  design  and  implementation 
services  for  S.W.I.F.T. 

• Implementing  a field  sales  access  system  for 
The  Gap 

Software  products  offered  by  CBSI  include  the 

following: 

• Multiple  or  Single  Agency  Information 
Center  (MOSAIC)  is  a law  enforcement 
system  providing  investigative  tools  for  field 
investigative  operations,  supervisory  control 
unit  management  and  administrative 
requirements. 


Page  4 of  6 


©INPUT  1996.  Reproduction  prohibited. 


Complete  Business  Solutions,  Inc. 

February  1996 


INPUT  Vendor  Profile 


• Advanced  Programs  for  Educational 
Computer  Solutions  (APECS)  is  a custom- 
made  software  program  designed  to  manage 
the  business  and  student  records  of 
educational  institutions. 


Clients 

CBSI  has  performed  more  than  500  contracts. 
A partial  list  of  clients  is  shown  below. 


Exhibit 

Complete  Business  Solutions,  Inc. 
Partial  Client  List 


Banking  & Finance 

Public  Sector  (Government) 

Utilities  and  Transportation 

Ameribanc 

State  of  Illinois 

American  President  Lines 

American  International  Group 

State  of  Kansas 

Michigan  Consolidated  Gas  Co. 

Bank  of  America 

State  of  Kentucky 

Union  Pacific  Transportation 

Citicorp 

State  of  Maryland 

Consolidated  Edison 

First  National  Bank  of  Chicago 

State  of  Michigan 

Consumer’s  Power 

Florida  Federal 

State  of  Nevada 

Virginia  Power 

The  World  Bank 

State  of  New  Mexico 

Pennsylvania  Power  and  Light 

Wells  Fargo 

State  of  Ohio 

Great  Lakes  Gas  Company 

S.W.I.F.T. 

State  of  Rhode  Island 

Southern  California  Edison 

Chelsea  Building  Society 

State  of  West  Virginia 

Pacific  Gas  and  Electric 

Dunfermline  Building  Society 

County  of  Oakland  (Ml) 

Madison  Electric  and  Gas 

Charles  Schwab 

County  of  Suffolk  (NY) 

City  of  Canton  (OH) 

Health  Care  Services 

Retail  and  Distribution 

City  of  Miami  (FL) 

Children’s  Hospital  (Detroit) 

Spartan  Stores 

St.  Joseph’s  Hospital  (Denver) 

Mexx,  Europe 

Telecommunications 

Mercy  Hospital  (Detroit) 

The  Gap,  Inc. 

AT&T 

Unisys  HCS  (Charlotte,  NC) 

G.l.  Joe 

BNR 

Kroger 

British  Telecom 

Manufacturing/Automotive 

New  Balance  Athletic  Shoes 

GTE 

Ford  Motor  Company 

Sears 

MCI 

Caterpillar,  Inc. 

Handleman  Company 

Motorola 

Motorola,  Inc. 

Chrysler  Corporation 
Johnson  Controls,  Inc. 
U.S.  Steel 
BASF  Inmont 
McDonnell  Douglas 

Complete  Business  Solutions,  Inc. 
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Marketing  and  Sales 

CBSI  markets  its  services  through  a direct 
sales  force  and  through  contracts  with  project 
partners. 

Alliances 

The  following  organizations  are  either 
business  partners  with  CBSI  or  have  worked 
with  CBSI  on  a partnership  basis: 

• Project  Partners — IBM,  Digital,  Unisys, 
Tandem,  EDS 

• Hardware — IBM,  Unisys,  Tandem,  Hewlett- 
Packard,  AT&T,  Lexmark 

• Systems  Integration— Unisys,  IBM  ISSC, 
IBM,  Network  Solutions  Inc.,  EDS,  SHL 
Systemhouse,  Andersen  Consulting, 
American  Management  Systems 

• Software  Reengineering — SEEC 

• Client  / Server — Gupta,  Oracle,  Informix, 
Sybase,  Microsoft 

• CASE  Tools — KnowledgeWare,  Texas 
Instruments 


Competition 

CBSI’s  primary  competitor  in  the  Detroit  area 

is  Compuware. 

Other  competitors  include  EDS,  IBM,  Syntel 

and  CDI. 

Assessment 

CBSI’s  strengths  include: 

• Quality  technical  expertise 

• Competitive  pricing 

• Ability  to  deploy  a team  of  people  with 
specific  skills  in  a short  time  frame  to  fulfill 
product  requirements 

• Strong  emphasis  in  employee 
training/  development 

• Offshore  capabilities 

Challenges  over  the  coming  year  include: 

• Managing  growth  effectively 

• Expanding  further  into  the  international 
marketplace 
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Compression  Labs,  Incorporated 


Chairman:  Dr.  Arthur  G.  Anderson 

President  & CEO:  T.  Gary  Trimm 

2860  Junction  Avenue 
San  Jose,  CA  95134 
Phone:  (408)  435-3000 

Fax:  (408)  922-5429 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
539  (3/96) 
$112,979,000 
12/31/95 


Key  Points 

• Compression  Labs,  Incorporated  (CLI) 
provides  desktop  and  group 
videoconferencing  solutions  for  business, 
government,  education,  and  health  care 
organizations. 


• In  late  1995,  CLI  discontinued  the 
operations  of  its  Broadcast  Division  due  to 
significant  competition  from  larger 
companies  with  end-to-end  product  lines 
and  extensive  worldwide  sales.  The 
company  recorded  a charge  against  1995 
results  from  discontinued  operations  of 


$36.5  million.  CLI  is  actively  seeking 
alternatives  for  this  business,  either 
through  its  sale,  partnership,  or  other 
agreement. 

• In  March  1996,  CLI  announced  a major 
restructuring  designed  to  simplify  and 
reduce  the  size  of  the  company,  streamline 
processes,  reduce  expenses  and  product 
costs,  and  match  its  product  offerings  more 
closely  to  customer  needs  and  market 
directions.  The  restructuring  resulted  in  a 
reduction  in  the  work  force  of  approximately 
90  employees  and  restructuring  charges  of 
$11  million  in  the  fourth  quarter  of  1995 
and  $1.7  million  in  the  first  quarter  of  1996. 

• As  part  of  the  company’s  strategy  to  offer 
and  integrate  a range  of  video 
communications  solutions  to  solve 
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enterprise-wide  business  needs,  CLI  has 
introduced  the  CLI  Desktop  Video  family. 

• In  February  1996,  CLI  announced  the 
resignation  of  its  chairman,  president,  and 
CEO,  John  E.  Tyson.  Gary  Trimm,  senior 
vice  president,  has  been  appointed  president 
and  CEO  and  Dr.  Arthur  G.  Anderson,  a 
director  of  CLI,  was  appointed  chairman  of 
the  board. 

Company  Description 

CLI,  founded  in  1976,  develops,  manufactures, 
and  markets  visual  communication  systems 
based  on  compressed  digital  video  (CDV) 
technology. 

• The  company’s  systems  use  proprietary  and 
industry-standard  algorithms  to  compress 
the  amount  of  data  required  to  transmit 
digital  video  and  audio  signals,  thereby 
significantly  reducing  the  cost  of 
transmitting  these  signals  over  terrestrial, 
microwave,  cable,  or  satellite  networks. 

• CLI  has  sales  offices  across  the  U.S.,  with 
international  offices  in  Asia  and  Europe, 
and  distributors  serving  more  than  50 
countries  worldwide. 

In  November  1995,  CLI  adopted  a strategic 
plan  to  discontinue  the  operation  of  its 
Broadcast  Division.  This  unit  manufactures 
and  sells  broadcast  video  products  to 
commercial  users. 

• Revenue  from  this  division  was 
approximately  $37  million,  $42  million,  and 
$46.2  million  in  1995,  1994,  and  1993, 
respectively. 

• Discontinuing  these  operations  was 
intended  to  help  the  company  focus  on 
providing  television-quality 
videoconferencing  products,  especially  at 
higher  bandwidths. 


• CLI  has  announced  that  it  is  in  negotiations 
with  an  interested  party  regarding  the 
potential  sale  of  assets  of  this  division. 

Organization  and  Structure 

In  the  first  quarter  of  1996,  CLI  decided  to 
restructure  the  Videoconferencing  Division  in 
order  to  seek  profitability  and  growth, 
resulting  in  the  layoff  of  90  employees  and 
closing  of  several  offices. 

CLI  is  headquartered  in  San  Jose  (CA). 
Current  North  American  sales  offices  are  in 
Atlanta  (GA),  Itasca  (IL),  New  York  (NY),  and 
Reston  (VA). 

Outside  the  U.S.,  CLI  has  sales  offices  in 
Beijing  (China)  and  Belgium. 

CLI’s  key  executives  are  listed  below. 


CLI  Key  Executives 


Name 

Title 

T.  Gary  Trimm 

President  and  CEO 

William  A.  Berry 

CFO  and  SVP 

Dr.  Wen  Chen 

SVP  Research  and  Chief 
Scientist 

Ted  S.  Augustine 

VP  Sales,  Videoconferencing 
Products 

Anthony  Pilarinos 

VP  Engineering, 
Videoconferencing  Products 

Steven  E. 
Richardson 

VP  Marketing, 

Videoconferencing  Products 

Paul  P.  Romeo 

VP  Operations, 
Videoconferencing  Products 

James  D.  Lakin 

VP,  Sales  and  Marketing 
Broadcast  Products 
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Company  Strategy 

CLI’s  strategy  is  to  strengthen  its  position  as 
a leading  supplier  of  a range  of  “premium 
quality”  group  and  desktop  videoconferencing 
systems. 

The  company’s  strategy  includes  the  following 
key  elements: 

• Technology  leadership — CLI  has  pioneered 
video  compression  technology  and  continues 
to  develop  videoconferencing  systems  with 
enhanced  picture  and  audio  quality  and 
features  at  lower  costs. 

• Range  of  videoconferencing  products — CLI 
claims  to  have  one  of  the  broadest  product 
lines  in  the  videoconferencing  industry, 
spanning  a range  of  market  applications  and 
operating  at  transmission  rates  from  56 
kbps  to  2.048  mbps.  CLI  believes  that 
supplying  a range  of  products  to  satisfy  a 
customer’s  complete  video  communication 
needs  will  be  important  to  its  future  success. 

• Compliance  with  industry  standards — CLI 
believes  that  the  adoption  of  industry 
standards  will  further  the  expansion  of  the 
worldwide  videoconferencing  market  by 
allowing  systems  from  different 
manufacturers  to  communicate  with  one 
another.  CLI’s  Rembrandt  II/VP,  Radiance, 
eclipse,  and  CLI  Desktop  Video  product 
families  all  conform  with  the  TSS  H.320 
videoconferencing  standard  that  allows 
communication  with  CLI  and  other  vendors’ 
products  through  industry-standard 
communication  modes.  The  group  systems 
provide  a user-selectable  option  that  allows 
enhanced  video  when  communicating  with 
other  CLI  systems  through  CLI’s 
proprietary  communication  modes. 


Financials 

CLI’s  1995  revenue  from  continuing 
operations  was  $113  million,  a 2%  decrease 
from  $115  million  in  1994. 

• The  decrease  in  revenue  was  primarily  due 
to  a decrease  in  videoconferencing  unit 
volume,  partially  offset  by  higher  average 
selling  prices  in  the  videoconferencing 
market  and  increased  installation  and 
maintenance  revenue. 

• Unit  volume  of  CLI’s  codec  products 
decreased  11%  to  2,322  units  in  1995  from 
2,609  units  in  1994. 

Net  losses  were  $57.6  million  in  1995, 
compared  to  net  income  of  $107,000  in  1994. 

• Losses  from  continuing  operations  were  $21 
million  in  1995,  compared  to  $4.9  million  in 
1994.  Losses  were  impacted  by  fourth- 
quarter  charges  of  $ 1 1 million  for 
restructuring. 

• Losses  from  discontinued  operations  were 
$36.5  million  in  1995,  compared  to  net 
income  from  discontinued  operations  of  $5 
million  in  1994.  The  loss  in  1995  includes 
charges  of  $34.6  million  for  the  write-down 
of  assets  associated  with  the  Broadcast 
Division. 

In  the  five-year  summary  on  the  following 
page,  financials  have  been  restated  to  reflect 
CLI’s  Broadcast  Division  as  discontinued 
operations. 
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Compression  Labs,  Incorporated 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$113.0 

$115.0 

$95.1 

$95.0 

$61.3 

• Percent  change  from 
previous  year 

(2%) 

21% 

— 

55% 

N/A 

Income  (loss)  from  continuing 

$(21.0) 

$(4.9) 

$(12.2) 

$(3.4) 

$(17.9) 

operations 

• Percent  change  from 

(331%) 

60% 

(256%) 

81% 

N/A 

previous  year 

Income  (loss)  from  discontinued 

$(36.5) 

$5.0 

$8.7 

$0.1 

$2.8 

operations 

(a) 

Net  income  (loss) 

$(57.6) 

$0.1 

$(3.5) 

$(3.3) 

$(15.1) 

• Percent  change  from 
previous  year 

(b) 

* 

103% 

(6%) 

78% 

N/A 

Net  earnings  (loss)  per  share 

$(3.76) 

$0.01 

$(0.30) 

$(0.29) 

$(1.55) 

• Percent  change  from 
previous  year 

* 

103% 

(38%) 

81% 

N/A 

* Not  meaningful. 

(a)  Includes  charges  of  $34.6  million  related  to  discontinuing  the  operations  of  the  Broadcast  Division. 

(b)  Includes  restructuring  charges  of  $11  million. 


Total  research  and  development  expenditures, 
including  capitalized  software  development 
costs,  were  $14.8  million  (13%  of  revenue)  in 
1995,  $15.1  million  (13%  of  revenue)  in  1994  , 
and  $13.4  million  (14%  of  revenue)  in  1993. 

Revenue  Analysis  by  Product  / Service 
Approximately  67%  of  CLI’s  1995  revenue  was 
derived  from  its  videoconferencing  products 
and  33%  from  broadcast  products. 

Interim  Results 

Revenue  from  continuing  operations  for  the 
three  months  ending  March  31,  1996  was  $20 
million,  compared  to  $27.9  million  for  the 
same  period  in  1995.  Net  losses  were  $6.2 
million,  compared  to  losses  of  $2.1  million  for 
the  same  period  a year  ago. 


• Revenue  declines  and  losses  were 
anticipated  due  to  the  restructuring  actions 
taken  in  the  quarter. 

• Included  in  the  losses  is  a $1.7  million 
charge  associated  with  the  restructuring. 

• Gross  margins  improved  to  45%  compared  to 
37%  for  the  same  period  a year  ago, 
reflecting  continued  product  cost  reduction 
for  videoconferencing  products. 

Market  Financials 

CLI’s  products  have  been  sold  to  organizations 
in  such  industries  as  aerospace,  banking, 
communications,  broadcasting,  education, 
electronics,  food  and  consumer  products,  and 
pharmaceuticals,  as  well  as  in  government. 
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Geographic  Markets 

Approximately  78%  of  CLI’s  1995  revenue  was 
derived  from  the  U.S.  and  22%  from 
international  sources,  primarily  from 


customers  located  in  East  Asia,  Australia,  and 
Western  Europe. 

A three-year  geographic  summary  of  source  of 
revenue  is  shown  below. 


Compression  Labs,  Incorporated 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

U.S. 

$88.7 

78% 

$93.9 

82% 

$82.7 

87% 

International 

24.3 

22% 

21.1 

18% 

12.4 

13% 

Total 

$113.0 

100% 

$115.0 

100% 

$95.1 

100% 

Employees 

As  of  February  29,  1996,  CLI  had  439  full- 
time employees  in  its  continuing  operations, 
segmented  as  follows: 


Marketing  and  sales 158 

Engineering,  research,  and 

development 94 

Manufacturing 129 

Administration 58 


439 

As  of  February  29,  1996.  CLI  also  employed 
100  people  full-time  in  its  broadcast  vision, 
which  is  reported  as  a discontinued  operation. 

In  addition,  CLI  has  a number  of  temporary 
employees. 

Key  Products  and  Services 

Videoconferencing  Products 

CLI’s  videoconferencing  systems  offer  two- 
way,  full-color,  motion  videoconferencing  at 
various  bandwidths  ranging  from  56  kbps  to 
2.048  mbps. 

Compression  Labs,  Incorporated 
June  1996 


• The  systems  enable  the  user  to  transmit 
video,  audio,  data,  and  graphics  over  digital 
channels. 

• The  principal  component  in  CLI’s 
videoconferencing  systems  is  the  codec.  One 
codec  is  required  at  each  conference  site  to 
perform  both  coding  and  decoding  functions. 

• System  users  can  transmit  the  compressed 
signals  over  terrestrial,  satellite,  or 
microwave  networks. 

• CLI’s  videoconferencing  products  are  used  in 
point-to-point  or  multipoint 
videoconferences.  In  a point-to-point 
videoconference,  audio  and  full-color  motion 
images  are  transmitted  simultaneously  in 
both  directions  so  that  the  participants  at 
one  site  interact  with  the  participants  at  the 
other  site  as  in  a normal  meeting.  In  a 
multipoint  conference,  participants  in  three 
or  more  locations  can  interact  with  each 
location  and  are  able  to  see  and  hear  the 
participant  who  is  speaking. 
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• CLI  systems  work  in  conjunction  with  both 
dedicated  network  facilities  and  a variety  of 
switched  network  facilities. 

• CLI’s  current  installed  base  totals  more 
than  13,000  codecs  worldwide. 

CLI  offers  a range  of  group  and  desktop 

videoconferencing  products  as  follows: 

• The  Rembrandt  HAT*  large  group  video 
codec  family,  introduced  in  1991, 
incorporates  CLI’s  CDV  technology.  Its 
codecs  address  the  entire  spectrum  of 
videoconferencing  applications  in  a single 
product. 

- The  codecs  support  transmission  rates 
ranging  from  56  kbps  to  2.048  mbps, 
support  the  CTX  and  CTX  Plus 
proprietary  algorithms,  provide  backward 
compatibility  to  CLI’s  older  products,  and 
support  the  H.261  standard. 

- These  systems  range  in  price  from  $35,000 
to  $48,500,  excluding  options. 

• The  Radiance  large  group  videoconferencing 
systems,  first  shipped  in  January  1994,  are 
complete  prepackaged  large  group  systems 
that  achieve  up  to  30  frames  per  second  (fps) 
and  480  lines  of  resolution  at  bandwidths 
ranging  from  56  kbps  to  2.048  mbps. 

- These  systems  come  fully  assembled  for 
ease  of  installation,  use,  and  maintenance, 
and  use  a tabletop  touch  panel  based  on 
CLI’s  Self-Guide™  user  interface,  which 
provides  intuitive  control  via  menus  and 
icons  to  guide  the  user. 

- The  Radiance  list  prices  range  from 
$43,400  to  $77,900,  excluding  options. 

• eclipse  midrange  group  videoconferencing 
systems,  introduced  in  1993,  are  complete, 


full-featured  videoconferencing  systems 
priced  as  low  as  $14,900. 

- The  codec  is  housed  in  an  Intel  486 
personal  computer  chassis  with  both  a 
hard  disk  and  3-1/2  inch  floppy  disk  for 
software  updates. 

- In  1995,  the  eclipse  product  family  was 
expanded  to  include  various  models 
ranging  from  tabletop  to  dual-monitor 
systems.  The  eclipse  gold,  introduced  in 
1996,  offers  improved  video  quality  and  a 
multimedia  gateway. 

- eclipse  list  prices  range  from  $14,900  to 
$47,8900,  excluding  options. 

• CLI  Desktop  Video  Systems,  announced  in 
January  1996,  run  on  PCs  powered  by  Intel 
Pentium  microprocessors  under  Microsoft 
Windows  3.1  and  Windows  95. 

- This  family  of  products  will  include  two 
models:  CLI  Desktop  Video  1000  and  CLI 
Desktop  Video  2000.  These  products  are 
kits  consisting  of  a fixed  digital  camera,  a 
single  codec  board  incorporating  an  ISDN 
basic  rate  interface,  a telephone  handset, 
and  a choice  of  data  collaboration 
software,  including  Intel’s  ProShare 
Premier  data  collaboration  software.  In 
the  future,  the  product  will  also  support 
DataBeam’s  FarSite  data  collaboration 
software. 

- The  CLI  Desktop  Video  1000  and  2000 
models  are  capable  of  transmission  speeds 
ranging  from  56  kbps  to  384  kbps. 

- CLI  Desktop  Video  list  prices  range  from 
$1,495  to  $2,195,  excluding  options. 

CLI  also  offers  the  Multipoint  2 Control  Unit 

(MCU),  a device  that  allows  people  at  multiple 
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locations  to  participate  in  a fully  interactive 
videoconference. 

• During  a multipoint  videoconference,  the 
MCU  acts  as  an  audio  bridge  and  a 
controller,  switching  among  different  sites 
so  participants  can  see  the  person  who  is 
speaking  and  hear  all  other  participants  in 
the  conference. 

• List  prices  for  MCUs  range  from 
approximately  $26,500  for  a three-user  unit 
to  approximately  $89,500  for  a large  system 
usable  in  a headquarters  location, 
depending  on  the  number  of  ports  and 
options  required. 

Broadcast  Products 

CLI  has  discontinued  the  operations  of  its 
Broadcast  Division.  Products  marketed 
through  this  unit  through  November  1995 
included  the  following: 

• The  SpectrumSaver  digital  broadcast 
television  system  for  business  television, 
distance  learning,  satellite  news  gathering, 
and  cable  applications 

• The  Magnitude  family  of  CLI  broadcast 
video  products  for  the  delivery  of 
entertainment  and  information  services  over 
telephone,  cable,  and  satellite  networks 

Customer  Service  and  Support 
CLI  provides  service  and  support  in  more 
than  50  countries  worldwide,  either  directly  or 
in  conjunction  with  its  distributors,  resellers, 
and  contract  service  providers. 

• CLI  and  its  contract  service  providers 
typically  provide  support  to  all  customers  to 
which  CLI  sells  direct. 


• Customers  who  buy  CLI  products  indirectly 
generally  receive  their  primary  level  of 
support  from  CLI’s  resellers  and 
supplemental  support  from  CLI. 

• All  distributors,  resellers,  and  service 
providers  are  trained  by  CLI  to  provide  the 
appropriate  level  of  service  for  CLI  products. 

CLI’s  service  strategy  for  much  of  its  product 
line  is  predicated  on  designing  products  with 
diagnostic  capabilities  and  maintaining  a toll- 
free  customer  support  hotline  staffed  by 
technical  support  personnel  who  diagnose 
problems  remotely.  The  remote  diagnostic 
capabilities  of  many  of  CLI’s  products  often 
allow  CLI  technical  support  center  personnel 
to  service  products  without  making  on-site 
service  visits. 

To  further  augment  CLI’s  service  capabilities, 
CLI  signed  an  agreement  in  late  1995  with 
AT&T  under  which  AT&T  will  supply 
technicians  who  will  provide  installation  and 
service  for  designated  CLI  videoconferencing 
customers  throughout  the  U.S. 

CLI  provides  installation  and  on-site  service 
through  regionally  deployed  technical  support 
staff  in  select  major  cities  or  regional, 
national,  or  multinational  third-party  service 
providers.  CLI  offers  a range  of  maintenance 
plans.  Historically,  maintenance  revenue  has 
accounted  for  less  than  10%  of  total  revenue. 

Clients 

A list  of  selected  customers  who  have  placed 
orders  with  CLI  over  the  past  two  years  is 
shown  in  the  exhibit  on  the  following  page. 
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Exhibit 

Compression  Labs,  Incorporated 
Key  Clients 


Industry  Market/Clients 

Industry  Market/Clients 

Industry  Market/Clients 

Aerospace 

Hughes  Aircraft  Company 
Lockheed  Corporation 
Loral  Corporation 
Martin  Marietta  Corporation 
Rockwell  International  Corporation 

Banking  & Finance 

Bank  of  America  Corporation 
Citibank,  N.A. 

Citicorp 

MasterCard  International,  Inc. 

Visa  Inc. 

Telecommunications 

Ameritech  Services,  Inc. 

American  Telephone  & Telegraph 
Bell  Atlantic 
Bell  Canada 
BellSouth  Services,  Inc. 

Comtelca 

Deutsche  Telekom  AG 
GTE  Government  Systems 
Hughes  Network  Systems 
JS  TELECOM 

MCI  Telecommunications  Corp. 

Mitre  Corporation 
NYNEX  Corporation 
Nevada  Bell 

Norstan  Communications 
Pacific  Bell 

SBC  Communications  (Southern  Bell) 
Sprint/North  Supply 
Tl  E/communications 
Williams  Telecommunications,  Inc. 

Education 

Duke  University 

Eastern  Washington  State  Univ. 
Texas  Tech  University 
University  of  California 
University  of  Hawaii 
University  of  Idaho 
University  of  Massachusetts 
University  of  Missouri 
University  of  Nevada,  Reno 
University  of  Pennsylvania 
University  of  Texas 
University  of  Washington 
Vermont  Technical  College 
Washington  State  University 

Electronics 

Advanced  Micro  Devices,  Inc. 
Boeing  Computer  Services 
Harris  Corporation 
Hewlett-Packard  Company 
IBM  Corporation 
Mentor  Graphics  Corporation 
MicroAge,  Inc. 

Micron  Technology,  Inc. 

National  Semiconductor 
Samsung  Electronics 
Corporation,  Ltd. 

Unisys  Corporation 
Westinghouse  Electric  Corporation 

Food/Consumer  Products 

Black  & Decker 

The  Coca-Cola  Company 

Kimberly  Clark  Corporation 

Nabisco  Brands,  Incorporated 

Nestle  USA 

Nordstrom 

Phillips  Van  Heusen 

Williams  Sonoma 

Government 

NASA 

China  Railway  Import  & Export 
Sichuan  Provincial  Import  Corp. 
State  of  Florida 
State  of  Hawaii 
State  of  Kansas 
State  of  Washington 
U S.  Department  of  Defense 
U S.  Department  of  Energy 
U S.  Federal  Emergency 
Management  Agency  (FEMA) 
U S.  General  Accounting  Office 
U S.  General  Services 
Administration 

Pharmaceutical  & Health 
Care 

Glaxo  Wellcome 
Columbia-HCA  Healthcare  Corp. 
Empire  Blue  Cross/Blue  Shied 
Harvard  Community  Health  Plan 
Pharmacy  Corp.  of  America 
Schering-Plough  Corporation 
UT  Medical  Branch  at  Galveston 
Warner-Lambert 

Other 

Alcoa  Fujikara  Ltd. 

Boston  Consulting  Group 
Consolidated  Edison 
KPMG  Peat  Marwick 
McKinsey  & Co. 

Pacific  Gas  & Electric 
Toyota  Motor  Sales  USA 
VF  Corporation 
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Marketing  and  Sales/Alliances 

CLI  markets  its  videoconferencing  systems  to 
business,  government,  health  care  and 
education  customers.  These  customers 
frequently  have  multiple  domestic  and/or 
international  locations  and  often  specify  a 
single  vendor  to  supply  videoconferencing 
equipment  on  a worldwide  basis. 

In  1995,  approximately  35%  of  CLI’s  revenue 
from  videoconferencing  products  was  from 
indirect  sales  channels,  which  include 
resellers  and  comarketers. 

• CLI  has  comarketing  agreements  or 
arrangements  with  AT&T  and  MCI 
Communications.  These  comarketers 
provide  sales  leads  and  customer  prospects 
for  direct  customer  sales  by  CLI’s  domestic 
sales  force. 

• In  addition,  CLI  has  a number  of  reseller 
agreements  in  the  U.S.  with  companies 
including  Bell  Atlantic,  Norstan, 
TIE/communications,  Inter-Tel  Equipment 
Corporation,  Pacific  Bell,  and  Williams 
Telecommunications,  Inc.  (WilTel).  These 
resellers  sell  CLI’s  videoconferencing 
products  directly  to  users. 

• CLI  has  also  entered  into  distributor 
agreements  with  companies  such  as 
MicroAge  and  Sprint/North  Supply. 

Internationally,  CLI  markets  its 
videoconferencing  products  in  most  countries 
outside  the  U.S.  through  distributors. 

• Historically,  a significant  portion  of  CLI’s 
sales  have  been  to  its  existing  customer 
base.  CLI  is  attempting  to  increase  its  new- 
customer  base  by  expanding  its  distribution 
channels. 

• CLFs  products  are  distributed  in  more  than 
50  countries  outside  the  U.S.  under 


distribution  agreements  and  arrangements 
with  more  than  30  companies,  including 
Internet  Video  Communications  in  the  U.K., 
J S TELECOM  (a  subsidiary  of  Bosch 
Telekom)  in  France,  Deutsche  Telekom  in 
Germany  and  worldwide,  SOEI  Tsusho 
Company  Ltd.  in  Japan,  Samsung  in  Korea, 
Teledata  in  Southeast  Asia,  and  Keytech 
S.A.  in  South  America. 

• In  May  1996,  CLI  announced  an  agreement 
with  McDonnell  Information  Systems  Pty 
Ltd.  (MDIS)  whereby  MDIS  will  distribute 
and  support  CLFs  group  and  desktop 
videoconferencing  products  in  Australia  and 
New  Zealand. 

• Agreements  with  these  distributors 
generally  provide  for  pricing  and  volume 
discounts,  order  lead  times,  designation  of  a 
specific  geographic  territory,  and  other 
terms  and  conditions. 

• Distributors  typically  order  products  only 
upon  receipt  of  an  order  from  a user 
customer  and  generally  provide  local 
customer  support,  including  installation  and 
maintenance. 

Broadcast  products  were  distributed  primarily 
through  value-added  resellers,  which  included 
satellite  transponder  owners,  full-service 
integrators,  systems  integrators,  and 
broadcast  programmers  who  provide  the  user 
with  a complete,  installed  digital  satellite 
system.  CLI  has  agreements  in  place  with 
Westcott  Communications,  AT&T,  EDS, 
Keytech  S.A.,  Radiation  Systems 
Incorporated,  National  Technological 
University,  Vitacom,  and  others. 

Competition 

CLI  believes  that  the  market  for 
videoconferencing  systems  ranges  from 
applications  for  more  formal  meetings  that 
require  very  high  picture  quality  using  higher 
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bandwidths  to  applications  such  as  informal 
meetings  in  which  reduced  picture  quality  at 
lower  bandwidths  is  acceptable  in  return  for 
significantly  lower  equipment  and 
transmission  costs. 

At  the  higher  bandwidths,  CLI’s  major 
competitors  include  VTEL  Corporation, 
General  Plessey  Telecommunications,  and 
British  Telecom. 


At  lower  bandwidths,  primary  competitors 
include  PictureTel  Corporation  and  VTEL 
Corporation. 

CLI  expects  other  competitors  to  enter  the 
videoconferencing  market,  such  as  Japanese 
manufacturers  (Mitsubishi  Ltd.,  Nippon 
Electric  Corporation,  Sony  Corporation, 
Hitachi  Limited,  and  Fujitsu  Ltd.). 
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CompuServe  Incorporated 


President  & CEO:  Robert  J.  Massey 

5000  Arlington  Centre  Boulevard 

P.O.  Box  20212 

Columbus,  OH  43220 

Phone:  (614)  457-8600 

Fax:  (614)  457-0348 

Internet: 

Http://www.compuserve.com 


Status:  Wholly  Owned  Subsidiary 

Parent:  H&R  Block,  Inc. 

Employees:  3,500  (2/96) 

Revenue,  FYE  4/30/95:  $582,793,000 

Revenue,  9 mos.  ending  1/31/96  $578,000,000 


Key  Points 

• CompuServe  is  a leading  global  provider  of 
computer-based  information  and 
communications  services  to  businesses  and 
personal  computer  owners. 

• In  April  1996,  H&R  Block  made  an  initial 
public  offering  of  approximately  16  million 
shares  (17.7%)  of  CompuServe’s  common 
stock. 


• In  June  1995,  Robert  J.  Massey  was  named 
president  and  chief  executive  officer  of 
CompuServe,  succeeding  Maurice  Cox,  who 
resigned  to  form  a venture  capital  firm. 

• The  November  1994  acquisition  of  SPRY, 
Inc.  expanded  CompuServe’s  capabilities 
with  Internet  access  applications  for  the 
office,  home,  and  publishing  markets. 

• As  of  March  1996,  CompuServe  had  more 
than  four  million  members  of  its 
CompuServe  Information  Service,  up  from 
1,200  users  in  1979. 

• Effective  September  1995,  CompuServe  cut 
its  CompuServe  Information  Services 
pricing  to  a monthly  fee  of  $9.95,  which 
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includes  five  hours  of  free  access  to  almost 
every  area  on  the  service,  including 
CompuServe  and  Internet  electronic  mail, 
Internet  access,  and  Forums. 

Company  Description 

CompuServe,  founded  in  1969,  provides 
remote  computing,  electronic  mail,  database 
access,  internal  communications,  systems 
integration,  value-added  network  services, 
and  software  products  to  more  than  900  major 
U.S.  corporations  and  government  agencies. 
The  company  also  provides  on-line 
information  and  communications  services  to 
more  than  four  million  individual  personal 
computer  owners  worldwide. 

• The  CompuServe  Information  ServiceSM 
(CIS),  the  company’s  flagship  product,  offers 
traditional  on-line  services  and  integrated 
Internet  access  for  consumers. 

• Through  SPRYNETSM,  CompuServe  also 
provides  a standalone  Internet-access-only 
service. 

CompuServe  has  operated  as  a wholly-owned 
subsidiary  of  H&R  Block,  Inc.  since  it  was 
acquired  in  May  1980. 

• In  April  1996,  H&R  Block  made  an  initial 
public  offering  of  16  million  shares  (17.7%) 
of  CompuServe  common  stock.  Upon 
completion  of  the  offering,  H&R  Block  will 
own  at  lease  80%  of  CompuServe  and  will 
continue  to  have  operating  control  of 
CompuServe. 

• H&R  Block,  based  in  Kansas  City  (MO),  is  a 
diversified  services  company  that  primarily 
provides  tax  preparation  and  on-line 
information  services. 

• H&R  Block  reported  total  revenue  of  $1.36 
billion  and  net  income  of  $107.3  million  for 
fiscal  1995. 


On  August  1,  1995,  CompuServe  announced  a 
series  of  investment  initiatives  designed  to 
enhance  long-term  competitiveness,  take 
advantage  of  accelerating  growth 
opportunities,  and  enhance  market  share  for 
its  on-line  services. 

• They  include  the  launch  of  WOW!,  a 
consumer  on-line  service  targeted  to  the 
home  market;  a simplified  and  less 
expensive  pricing  structure;  a new  CIS 
interface;  increased  expenditures  for 
marketing  and  infrastructure  expansion; 
and  the  expansion  of  Internet  access 
through  CIS,  WOW!,  and  SPRYNET. 

• These  initiatives  are  expected  to  reduce 
profitability  during  the  next  12  to  24 
months. 

Organization  and  Structure 

CompuServe  operates  primarily  through  two 
divisions: 

• The  Interactive  Information  Services 
Division  provides  worldwide  on-line  and 
Internet  access  services  for  consumers.  CIS 
serves  more  than  four  million  personal 
computer  users  and  a host  of  financial  and 
business  products  to  companies. 

• The  Network  Services  Division  provides 
local-  and  wide-area  networking  services, 
including  frame  relay,  commercial  Internet 
services,  management  and  applications, 
remote  LAN  access  and  electronic  mail  to 
more  than  900  major  corporations  and 
government  agencies  worldwide.  The 
division  provides  the  infrastructure  that 
supports  CIS  and  SPRYNET. 

In  addition  to  its  world  headquarters  in 
Columbus  (OH),  CompuServe  has  offices  in 
Bristol  (England),  Munich  (Germany),  and 
Paris  (France).  The  company  also  has 
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network  sales  offices  in  29  cities  throughout 
the  world. 

CompuServe  maintains  three  physically 
distinct  and  remote  data  centers  in  the 
Columbus  (OH)  vicinity. 

Company  Strategy 

CompuServe’s  goal  is  to  lead  in  the 
development  and  implementation  of  personal 
and  commercial  applications  with  computer- 
based  interactive  technology. 

The  company  intends  to  aggressively  grow  its 
subscriber  base  for  consumer  on-line  and 
Internet  services,  to  expand  its  market 
position  in  the  corporate  networking  sector, 
and  continue  to  seek  opportunities  to  increase 
the  value  of  the  new  medium  of  computer- 
based  interactive  technology  to  individuals 
and  corporations.  Key  components  of  this 
strategy  include: 

• Substantial  investments  in  subscriber 
acquisition  and  retention,  including 
marketing,  distribution,  customer  support 
and  services  to  attract  and  retain 
subscribers 

• Targeted  service  offerings,  including 
differentiated  on-line  and  Internet  services 
to  appeal  to  subscribers’  varied  interests 
and  comfort  levels  with  computer 
technologies 

• Accelerated  international  expansion, 
focusing  efforts  on  Western  Europe  where  it 
has  a leading  market  position  and  existing 
infrastructure  and  where  it  believes  the 
potential  exists  for  the  most  significant 
international  growth 


• Increased  value-added  network  services  to 
differentiate  itself  from  more  commodity- 
oriented  network  providers 

• Expansion  and  enhancement  of  network 
infrastructure,  by  expanding  geographic 
coverage,  increasing  bandwidths  and 
deploying  native  TCP/IP  protocols 

• Business  synergies,  leveraging  its  network 
and  host  server  infrastructure  across  all  of 
its  businesses  to  reduce  time  to  market  and 
exploit  cost  advantage;  and  cross-selling  by 
the  sales  force 

The  company  has  diversified  its  business  with 
the  acquisition  of  SPRY,  investments  in 
Network  Publishing,  Inc.,  a Provo  (UT) 
provider  of  World  Wide  Web  publishing 
services;  and  investments  in  Terisa  Systems, 
a provider  of  encryption  and  other  security 
solutions  to  facilitate  safe  commercial 
transactions  on  the  Internet. 

Financials 

CompuServe’s  revenue  for  the  nine  months 
ending  January  31,  1996  reached  $578 
million,  a 38%  increase  over  $418.7  million  for 
the  same  period  in  1995.  Net  income  was 
$50.2  million,  down  from  $67.2  million  for  the 
same  period  a year  ago.  A financial  summary 
is  shown  on  the  following  page. 

• Fiscal  1995  revenue  reached  $582.8  million, 
a 36%  increase  over  fiscal  1994  revenue  of 
$429.9  million.  Net  income  was  $8.8 
million,  down  from  $62. 1 million  for  fiscal 
1994. 

• Net  income  for  fiscal  1995  was  negatively 
impacted  by  a $83.5  million  charge  for 
purchased  research  and  development  in 
conjunction  with  the  acquisition  of  SPRY  in 
April  1995. 
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CompuServe  Incorporated 
Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Nine  Months 

Item 

Ending 

1/31/96 

4/95 

4/94 

4/93 

4/92 

Revenue 

$578.0 

$582.8 

$429.9 

$315.4 

$280.8 

• Percent  change  from 

previous  year 

N/A 

36% 

36% 

12% 

12% 

Income  before  taxes 

$84.3 

$68.3 

$104.7 

$75.4 

$54.6 

• Percent  change  from 

(a) 

previous  year 

N/A 

(35%) 

39% 

38% 

14% 

Net  income 

• Percent  change  from 

$50.2 

$8.8 

$62.1 

$45.6 

$33.0 

previous  year 

N/A 

(86%) 

36% 

38% 

12% 

(a)  Includes  a $83.5  million  charge  for  purchased  research  and  development  associated  with  the  acquisition  of 
SPRY,  Inc.  in  April  1995. 


Revenue  Analysis  by  Product / Service 

A summary  of  CompuServe’s  business  mix  is 
shown  on  the  following  page. 

• Interactive  Information  Services  revenue 
is  generated  primarily  from  subscribers 
paying  a monthly  membership  fee  and 
charges  based  on  usage,  as  well  as  from 
fees  received  from  a licensee  and 
distributors  of  CompuServe’s  on-line 
service  technology. 

• Network  Services  revenue  is  generated  by 
providing  value-added  global  network 
interconnectivity  and  access  services  to 
individuals  and  major  corporate  customers 
internationally.  Pricing  is  based  on  terms 
negotiated  as  to  price  and  duration. 

Other  revenue  consists  primarily  of 
processing  services  provided  to  certain 
corporate  customers  and  network  services 
provided  to  H&R  Block. 


Results  for  the  first  nine  months  of  fiscal 
1996  were  due  to  the  following: 


• Interactive  Information  Services  revenue 
increased  45%  over  the  same  period  a year 
ago,  primarily  the  result  of  the  increase  in 
the  subscriber  base. 


- The  number  of  CIS  subscribers  as  of 
January  31,  1996,  exclusive  of 
NiftyServe  subscribers,  increased  more 
than  66%  over  the  same  period  a year 
ago. 

- The  average  monthly  CIS  revenue  per 
subscriber  decreased  to  $17.16  for  the 
first  nine  months  of  1996,  from  $19.34 
for  the  same  period  in  the  prior  year. 
This  was  due  to  a price  reduction 
implemented  in  February  1995  and  the 
new  pricing  structure  introduced  in 
September  1995. 

• Network  Services  revenue  increased  34% 
and  the  number  of  customers  increased 
nearly  33%  to  928.  Revenue  increases 
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were  due  to  the  increased  number  of 
customers  and  higher  usage  by  existing 
customers. 

• Other  revenue  decreased  14%  due  to  the 
absence  of  the  gains  reported  in  the  prior 
period,  including  $2.0  million  from  the 


Collier-Jackson  sale  and  $1.1  million  from 
H&R  Block  Tax  Services  for  development 
of  tax  preparation  software.  These 
amounts  were  partially  offset  by  a $2.4 
million  gain  on  the  sale  of  a minority- 
interest  investment  in  1996. 


CompuServe  Incorporated 
Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Nine  Months 
Ending  1/31/96 

4/95 

4/94 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Interactive  Information  Services 

$408.6 

71% 

$395.9 

68% 

$266.9 

62% 

Network  Services 

143.9 

25% 

147.7 

25% 

109.4 

25% 

Other  (a) 

25.5 

4% 

39.2 

7% 

53.6 

13% 

Total 

$578.0 

100% 

$582.8 

100% 

$429.9 

100% 

(a)  Includes  a $2. 7 million  gain  in  fiscal  1995  from  the  sale  of  Collier-Jackson  in  June  1994 


CompuServe  management  attributes  fiscal 

1995  l'esults  to  the  following: 

• Interactive  Services  revenue  increased 
48%  due  primarily  to  the  increase  in  the 
number  of  subscribers.  Revenue  growth 
during  fiscal  1995  and  fiscal  1994  was  due 
to  the  growth  in  Information  and  Network 
Services’  revenues.  The  number  of  CIS 
subscribers,  exclusive  of  NiftyServe, 
increased  59%  to  2.2  million  from  1.4 
million  in  1994.  The  average  monthly 
revenue  per  subscriber  in  fiscal  1995  was 
$19.17,  compared  to  $19.35  in  fiscal  1994. 

• The  Information  Services’  worldwide 
customer  base  of  the  company  and  its 
affiliates  grew  to  approximately  3.2 
million  as  of  April  1995,  compared  with 
1.9  million  as  of  April  1994  and  1.2  million 
as  of  April  1993. 


• Network  Services’  revenue  inci’eased  35%. 
The  number  of  customers  increased  nearly 
27%  to  743  as  of  April  1995,  compared 
with  586  as  of  April  1994  and  484  as  of 
April  1993. 

• Other  revenue  decreased  27%  primai'ily 
due  to  the  sale  of  Collier-Jackson. 

• Record  earnings  were  primarily  due  to  the 
continued  strong  performance  of  the 
Information  and  Network  Services 
divisions. 

CompuServe  has  begun  a number  of 
marketing  and  capital  expenditure 
programs  that  will  require  substantial 
amounts  of  capital  over  the  next  few  years. 
The  company  expects  to  spend 
approximately  $180  million  in  1996  (up 
400%  over  1995)  for  subscriber  acquisition 
and  marketing;  $216  million  in  1996  and 
$186  million  in  1997  for  capital 
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expenditures;  and  $200  million  for  full 
deployment  of  TCP/IP  across  its  network 
over  the  three  years  beginning  in  1997. 

Market  Financials 

CompuServe’s  revenue  is  derived  primarily 
from  clients  in  the  banking  and  finance, 
high  technology,  retail,  information  services, 
and  manufacturing  industries,  as  well  as 
individual  microcomputer  users. 


CompuServe  Incorporated 
Geographic  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Nine  Months  Ending 
1/31/96 

4/95 

4/95 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$453.3 

78% 

$474.9 

81% 

$364.4 

85% 

International 

124.6 

22% 

107.9 

19% 

65.5 

15% 

Total 

$577.9 

100% 

$582.8 

100% 

$429.9 

100% 

Geographic  Markets 

Approximately  78%  of  CompuServe’s 
revenue  for  the  nine  months  ending  January 
31,  1996  was  derived  from  the  U.S.  and  22% 
from  international  sources. 

A summary  of  geographic  source  of  revenue 
follows: 


Acquisitions 

In  April  1995,  H&R  Block  acquired  SPRY,  Inc. 
of  Seattle  (WA)  for  $101.6  million.  The 
acquisition  was  accounted  for  as  a purchase. 

• SPRY  provides  SPRYNET,  a full-featured, 
standalone  Internet-access-only  service,  and 
Internet  access  tools. 

• On  January  30,  1996,  H&R  Block 
contributed  its  interest  in  SPRY  to 
CompuServe. 

Divestitures 

In  June  1994,  H&R  Block  sold  its  Collier- 
Jackson,  Inc.  subsidiary  for  approximately 
$5.2  million. 


• Collier-Jackson,  headquartered  in  Tampa 
(FL)  with  approximately  140  employees, 
provided  the  World  Class  Series™  of 
accounting,  human  resource  management 
and  newspaper  management  software 
products  for  UNIX-based  product  lines. 

• The  company  recorded  a gain  on  the  sale  of 
$2.7  million  (reported  in  Other  revenue)  for 
fiscal  1995. 

• Prior  to  the  divestiture,  Collier-Jackson 
operated  as  a unit  of  CompuServe. 

Employees 

As  of  January  31,  1996,  CompuServe  had 

approximately  3,500  full-time  employees. 
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Key  Products  and  Services 

Interactive  Information  Services 
CIS  is  CompuServe’s  consumer  on-line 
service.  CIS  targets  the  more  experienced  PC 
user  in  both  the  home  and  office,  providing  on- 
line access  to  a range  of  information  and 
communications  services. 

• The  service  offers  more  than  2,000  content 

areas  and  databases  in  the  following 

categories: 

- Communications,  including  CompuServe 
MailSM,  special  interest  Forum®  areas, 
and  CB  Simulator® 

- News,  Weather  & Sports,  including  The 
Executive  News  ServiceSM,  Newspaper 
Archives,  and  weather  maps 

- Travel,  including  WORLDSPAN 
Travelshopper,  Official  Airline  Guide 
Electronic  Edition,  easySABRE,  United 
Connection,  the  ABC  Worldwide  Hotel 
Index,  and  Way  to  Go  CompuServe 

- Electronic  Shopping,  including  The 
Electronic  Mall®,  Shoppers  Advantage, 
Consumer  Reports,  The  Classified  Ads 

- Finance,  including  the  Money  Personal 
Finance  Center,  MONEY  Daily,  Global 
Report,  current  price  quotes,  on-line 
discount  brokerage  services 

- Entertainment  & Games,  including 
Entertainment  Drive,  People  Magazine, 
the  ShowbizMedia  Forum,  the  Music  Hall, 
“You  Guessed  It!”,  interactive  games,  word 
games 

- Hobbies,  Health  & Family,  including 
diverse  hobby  Forums,  PaperChase®, 
Health  Database  Plus,  journal  abstracts 


- Research  and  Reference,  including  IQuest 
bibliographic  and  full-test  databases, 
Knowledge  Index,  Grolier’s  Academic 
American  Encyclopedia,  Peterson’s  College 
Database,  The  New  Car  Showroom, 
Computer  Library,  Magazine  Database 
Plus,  Business  Database  Plus,  Phone*File 

- Internet  Services,  including  access  to  the 
World  Wide  Web,  USENET  Newsgroups, 
telnet  access,  and  a FTP  interface. 

• The  CompuServe  Information  Manager 
(CIM)  is  a communication  software  package 
providing  an  interactive  graphical  interface 
for  OS/2,  DOS,  Windows  and  Macintosh 
environments.  In  April  1996,  the  company 
plans  to  introduce  CIM  3.0  with  an  easier  to 
use  graphical  user  interface,  integrated 
Internet  access,  and  upgradable  modules. 

• CompuServe,  its  licensee  (NiftyServe),  and 
its  distributors  provide  local  access  to  CIS  in 
approximately  75  cities  outside  the  U.S. 
from  offices  in  17  countries.  They  offer 
multilingual  interfaces,  feature  local 
content,  and  provide  customer  service. 

• As  of  January  31,  1996,  CIS  had  more  than 
4.6  million  subscribers,  compared  to  3 
million  at  the  end  of  fiscal  1995. 

WOW!,  launched  in  March  1996,  is  a 

consumer  on-line  service  targeted  to  the  home 

market. 

• WOW!  complements  the  existing  CIS  service 
by  targeting  the  less  experienced  computer 
user. 

• Focusing  on  the  family,  WOW! 
accommodates  up  to  six  individual  users  per 
household  providing  different  interfaces  for 
children  and  adults. 
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• Functions  available  on  the  service  include 
Chat,  Reference,  Messaging,  News,  Internet, 
and  Shopping. 

SPRYNET  provides  Internet-access-only 
services  to  those  more  technically 
sophisticated  users  who  choose  to  bypass  CIS 
and  access  the  Internet  directly. 

• As  of  January  31,  1996,  SPRYNET  had 
approximately  100,000  subscribers. 

• SPRYNET  has  the  geographic  coverage  to 
provide  local  access  to  the  Internet  to  more 
than  92%  of  the  U.S.  population  and  to  most 
major  cities  throughout  the  world. 

• Internet  products  acquired  with  SPRY 
include  Internet  in  A Box™,  Internet  In  A 
Box  for  Kids™,  Mosaic  In  A Box, 
NetLauncher™,  and  SafetyNET. 

• In  February  1996,  CompuServe  announced 
that  SPRYNET  would  begin  offering 
subscribers  a choice  of  unlimited  access  to 
the  Internet  for  a competitive  fixed  monthly 
fee  or  a fixed  amount  of  access  for  a monthly 
fee  with  a competitive  hourly  rate 
thereafter. 

Network  Services 

CompuServe  provides  wide-area  network 
connectivity,  applications,  and  systems 
management  to  business  clients  needing  to 
reach  dispersed  audiences  around  the  woidd. 
CompuServe  also  provides  Internet  access  and 
services  to  businesses. 

• The  network  supports  both  proprietary 
protocols  for  secure  transmissions  and  open 
protocols  for  Internet  access. 


• Value-added  services  enable  customers  to 
provide  their  employees  with  remote  dial 
and  private  line  access  to  central  LAN  or 
host  servers. 

• CompuServe  has  expertise  in  supporting 
groupware  applications,  such  as  Lotus 
Notes. 

Examples  of  network  services  include: 

• Supplying  the  point  of  sale  network  to  Visa 
International  for  credit  card  authorizations. 
Other  transaction  processing  customers 
include  National  Processing,  Michigan 
National  Bank,  and  Harris  Bank. 

• Transmitting  credit  data  for  TRW  to 
approximately  200,000  corporate  clients 

• Providing  package  tracking  information  to 
customers  of  Federal  Express 

• Providing  a crew  scheduling  service  that 
allows  pilots  and  flight  attendants  to  access 
flight  schedules  from  their  home  and  PCs, 
and  to  request  specific  flights. 

• Corporate  customers  such  as  Burger  King 
and  Charles  Schwab  use  CompuServe’s 
network  to  establish  LAN-to-LAN 
connectivity  and  manage  network 
equipment  on  the  customer’s  premises. 

Clients 

The  number  of  CompuServe 

subscribers/customers  for  its  on-line  and 

network  services  is  summarized  on  the 

following  page. 
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CompuServe  Subscribers/Customers 


Fiscal  Year 

Nine  Months 

Item 

Ending 

1/31/96 

4/95 

4/94 

4/93 

4/92 

On-line  subscribers 
- North  America 

2,313 

1,765 

1,139 

776 

607 

- International 

833 

456 

239 

145 

114 

Total  USA  hosted 

3,146 

2,221 

1,378 

921 

721 

- Licensee 

1,472 

809 

640 

480 

350 

Total  on-line  subscribers 

4,618 

3,030 

2,018 

1,401 

1,071 

Total  on-line  subscriber  hours 

80,562 

50,326 

27,271 

14,123 

8,646 

Network  Services  customers 

928 

743 

586 

484 

377 

Total  network  customer  hours 

31,691 

31,539 

20,058 

14,149 

10,283 

Marketing  and  Sales 

CompuServe  promotes  its  on-line  products 
and  services  through  various  marketing 
efforts,  including  direct  mail,  publication 
inserts,  national  television  advertising,  and 
print  advertisements  in  general  business  and 
specialty  periodicals. 

CompuServe  also  cross-sells  its  on-line  service 
through  its  Network  Services  sales  force  to 
corporate  network  customers. 

In  addition  to  its  independent  marketing 
efforts,  the  company  has  comarketing 
agreements  with  most  major  personal 
computer  hardware  and  peripheral  device 
manufactures  (where  CompuServe  bundles  its 
on-line  access  software  with  the  hardware 
shipped  by  PC  manufacturers). 

CompuServe  has  recently  begun  a major  new 
marketing  and  distribution  effort  to  capitalize 
on  the  growing  interest  in  on-line  services  and 
the  Internet. 

• The  goal  of  the  new  programs  is  to  increase 
market  awareness  of  the  CompuServe 
name,  communicate  targeted  messages  to 
different  consumer  audiences,  and  make  it 


easier  for  consumers  to  sample  and 
subscribe  to  CompuServe’s  services. 

• New  programs  include  substantial  increases 
in  distribution  of  trial  software  disks 
through  direct  mail,  publication  inserts,  and 
special  event  promotions,  increased  general 
consumer  advertising  on  television  and  in 
periodicals  for  CIS  and  WOW!,  and 
expanded  international  marketing  efforts. 

CompuServe  is  also  pursuing  cobranding 
opportunities  with  a number  of  airline  and 
hotel  affinity  programs. 

Network  Services  has  350  sales  associates. 

Alliances 

CompuServe  has  licensed  its  core  technology 
and  network  model  relating  to  its  on-line 
service  to  NiftyServe,  a joint  venture  of 
Fujitsu  and  Nissho  Iwai. 

• NiftyServe  is  licensed  to  operate  its  own  on- 
line service  in  Japan  based  on  the 
CompuServe  technology. 

• In  addition,  NiftyServe  has  the  exclusive 
right  to  distribute  CIS  in  Japan. 
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• NiftyServe  has  been  authorized  by 
CompuServe  to  license  a subdistributor  in 
Taiwan  and  another  in  Korea  to  distribute 
CIS  in  those  countries. 

CompuServe  also  has  arrangements  with 
various  distributors  in  Australia,  New 
Zealand,  Hong  Kong,  Mexico,  Argentina, 
Chile,  Venezuela,  Israel,  and  South  Africa, 
whose  main  function  is  to  generate  customers 
for  CIS. 

CompuServe  currently  has  content 
agreements  with  more  than  200  providers, 
including  Time  Warner. 

CompuServe  has  an  equity  investment  in 
Network  Publishing,  Inc.,  which  provides 
electronic  publishing  services  to  organizations 
that  want  a presence  on  the  World  Wide  Web. 

Competition 

CompuServe’s  major  competitors  by  service 
area  include  the  following: 

• Proprietary  on-line  services — America 
Online  and  Prodigy  Services  Company 

• Internet-based  on-line  services — Microsoft 
Network 


• Internet-access-only  services — NETCOM  On- 
Line  Communication  Services,  BBN 
Corporation,  America  Online  (GNN  service), 
PSINet,  and  UUNET  Technologies 

• Network  Services— Local  and  international 
telecommunications  companies  and  other 
data  communications  services,  including 
AT&T  (WorldNet),  MCI,  Sprint,  Advantis, 
EDS,  and  British  Telecom 

INPUT  Assessment 

CompuServe’s  strengths  include: 

• Large,  growing  customer  base 

• International  distribution  channels 

• Internet-access-only  capabilities 

Challenges  include: 

• Managing  the  company’s  rapid  growth 

• Competing  with  the  growing  base  of 
Internet  providers 

• Preparing  for  the  expected  deployment  of 
new  on-line  services,  including  new 
competition  from  telephone,  software,  and 
cable  television  companies 
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Chairman  & CEO:  Charles  B.  Wang 

President  & COO:  Sanjay  Kumar 

One  Computer  Associates  Plaza 
Islandia,  NY  11788-7000 
Phone:  (516)342-5224 

Fax:  (516)342-5329 


Qomputer 

Associates 

Software  superior  by  design. 


Status:  Public 

Employees:  9,000  (12/95) 

Revenue:  $ 2,622,922,000 

Fiscal  Year  End:  3/31/95 


Key  Points 

• Computer  Associates  International  (CA)  is 
the  world’s  leading  independent  software 
provider  of  systems  management,  database 
management,  application  development  and 
business  applications  software  products. 

• CA  completed  its  50th  acquisition  with  the 
purchase  of  LEGENT  Corporation  in  July 
1995,  expanding  the  company’s  systems 


software  offerings  in  the  management  of 
enterprise  distributed  systems. 

• CA’s  fiscal  1995  financials  reflected  a 
continued  increase  in  productivity — 
generating  $81,000  in  profit  per  employee, 
compared  to  $57,000  in  fiscal  1994. 

• In  December  1995,  CA  announced  its  ICE 
(Internet  Commerce  Enabled)  family  of 
solutions  that  provide  the  infrastructure 
required  for  mission-critical  Internet 
applications. 

• During  fiscal  1995,  CA-Unicenter 
established  itself  as  the  industry  standard 
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for  systems  management  across  all 
platforms.  Virtually  every  major  hardware 
vendor  and  many  software  vendors  have 
endorsed  CA-Unicenter. 

Company  Description 

Computer  Associates  International,  Inc.  (CA) 
was  incorporated  in  1974  and  commenced 
operations  in  1976.  As  a result  of  ongoing 
internal  development  and  numerous 
acquisitions,  the  company  currently  markets 
and  supports  more  than  500  systems  and 
applications  software  products  worldwide. 

CA’s  product  line  includes  systems  and 
database  management,  application 
development,  financial  and  manufacturing 
applications  and  consumer  solutions  for  use  on 
mainframe,  midrange  and  desktop  computers. 
The  company  serves  business,  government, 
scientific  and  educational  organizations 
through  direct  operations  in  36  countries. 

Organization  and  Structure 

In  North  America,  CA’s  sales  and  support 
personnel  are  currently  organized  into  the 
following  groups: 

• The  North  American  Group  is  responsible 
for  sales,  marketing  and  service  of  products 
sold  directly  to  the  user. 

• A separate  National  Accounts  Group 
provides  additional  service  to  large  clients, 
including  users  and  facilities  managers.  The 
Federal  Division  markets  and  supports 
federal  government  clients. 

• The  Third-Party  Sales  Group  is  responsible 
for  sales,  marketing  and  service  of  CA’s 
software  products  through  third-party 
authorized  vendors. 

CA  operates  approximately  55  offices 
throughout  the  U.S.  in  addition  to  its 
headquarters  in  Islandia  (NY). 


Outside  North  America,  CA  operates  through 
wholly  owned  subsidiaries  located  in  33 
countries  and  operates  62  foreign  office 
facilities  outside  the  U.S.  Principal  offices  are 
located  in  Argentina,  Australia,  Austria, 
Belgium,  Brazil,  Canada,  Denmark,  Finland, 
France,  Germany,  Holland,  Hong  Kong, 
Ireland,  Israel,  Italy,  Korea,  Malaysia,  New 
Zealand,  Norway,  the  Philippines,  Portugal, 
Russia,  Singapore,  South  Africa  (with 
Dimension  Data  Holdings  Ltd.),  Spain, 
Sweden,  Switzerland,  Taiwan,  Turkey  and  the 
U.K. 

Company  Strategy 

CA’s  strategy  is  to  provide  its  clients  with 
corporate-wide  software  solutions  through 
internal  development,  technology  acquisition 
and  extensive  product  integration.  Its 
software  solutions  are  designed  to  help  clients 
evolve  to  client/server  and  distributed 
computing  across  desktop,  midrange  and 
mainframe  computers. 

This  is  accomplished  through  adherence  to 
CA’s  unique  software  blueprint — CA90s®: 
Computing  Architecture  For  The  90s.  This 
layered  architecture  is  the  blueprint  for  the 
continuing  development  of  all  CA  software, 
which  enables  clients  to  choose  the  hardware 
platform  of  their  choice,  or  even  a combination 
of  hardware  platforms,  based  upon  their 
distributed  or  cooperative  processing 
requirements.  As  a result,  the  company  is 
able  to  provide  enterprise-wide  solutions. 

Though  CA’s  mainframe  business  currently 
accounts  for  approximately  68%  of  sales,  CA’s 
president  Charles  Wang  has  been  quoted  in 
the  computer  industry  press  describing  CA’s 
target  revenue  mix  otherwisein  the  next  five 
years.  This  revenue  mix  would  be  25% 
mainframe  product  revenues,  25%  personal 
computer,  25%  UNIX  and  25%  other 
environments . 
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CA  has  outlined  its  strategy  for  the  products  it 
acquired  in  July  1995  with  LEGENT 
Corporation.  The  company  intends  to 
continue  development  work  on  the  products 
and  to  increase  the  level  of  support  for  most  of 
them. 

CA  continues  to  follow  an  aggressive 
acquisition  growth  strategy  to  build  its 
product  offerings. 

• CA  is  integrating  the  LEGENT  technology 
into  its  flagship  systems  management 
solution,  CA-Unicenter. 

• CA  also  will  unveil  a next-generation 
enterprise  management  solution  in  1996 
known  as  CA-Unicenter/TNG  (The  Next 
Generation). 


Financials 

CA’s  fiscal  1995  revenue  reached  more  than 
$2.62  billion,  a 22%  increase  over  fiscal  1994 
revenue  of  nearly  $2.15  billion.  Net  income 
rose  8%,  from  $401.3  million  in  fiscal  1994  to 
$431.9  million  in  fiscal  1995. 

• Fiscal  1995  results  include  $249.3  million  in 
charges  associated  with  write-offs  for 
purchased  research  and  development 
associated  with  the  acquisition  of  The  ASK 
Group,  Inc. 

• Excluding  these  charges,  fiscal  1995  net 
income  would  be  $586.5  million,  a 46% 
increase  over  fiscal  1994  and  earnings  per 
share  would  have  risen  49%  to  $3.49  (not 
adjusted  for  the  August  1995  3-for-2  stock 
split). 

• A five-year  financial  summary  follows. 


Computer  Associates  International,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

3/95 

3/94 

3/93 

3/92 

3/91 

Revenue 

$2,623.0 

$2,148.5 

$1,841.0 

$1,508.8 

$1,348.2 

• Percent  change  from 
previous  year 

22% 

17% 

22% 

16% 

4% 

Income  before  taxes 

$696.6 

$627.0 

$383.7 

$267.0 

$213.5 

• Percent  change  from 
previous  year 

(a) 

11% 

63% 

44% 

25% 

11% 

Net  income 

$431 .9 

$401 .3 

$245.5 

$162.9 

$130.3 

• Percent  change  from 
previous  year 

8% 

63% 

57% 

25% 

6% 

Earnings  per  share  (b) 

$2.57 

$2.34 

$1.44 

$0.92 

$0.70 

• Percent  change  from 
previous  year 

10% 

63% 

57% 

31% 

6% 

(a)  Includes  a write-off  of  purchased  research  and  development  technology  of  $249.3  million. 

(b)  Not  adjusted  for  the  August  1995  3-for-2  stock  split. 
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During  fiscal  1995,  product  revenue  increased 
by  31%  to  $1.9  billion. 

• The  increase  was  attributed  to  greater 
revenue  derived  from  licensing  fees  on  the 
midrange  platform  as  well  as  modest 
increases  in  product  revenue  from 
mainframe-based  systems  management 
products.  The  midrange  platform  increase 
was  due  chiefly  to  the  success  of  the 
company’s  UNIX-based  systems 
management  product — CA-Unicenter — as 
well  as  integration  of  the  ASK/Ingres 
products  acquired  in  June  1994. 

• The  continued  demand  for  Enterprise 
Licensing  alternatives  and  less  restrictive 
pricing  options  affording  clients  licensing 
flexibility  also  contributed  to  revenue 
growth. 

• International  revenues  increased  by  28% 
during  fiscal  1995.  This  increase  was 
positively  affected  by  foreign  exchange 
currency  rates,  relatively  stable  economic 
conditions,  expanding  markets  and 
favorable  product  offerings. 

Maintenance  revenues  in  fiscal  1995 
increased  4%  to  $719.6  million,  primarily  due 
to  the  acquisition  of  ASK.  Absolute 
maintenance  revenue  continued  to  be 
negatively  impacted  by  site  consolidations 
and  the  revenue  mix  shift  toward  lower 
maintenance-generating  client/server 
solutions. 

Revenue  Analysis  by  Product  / Service 

INPUT  estimates  that  more  than  71%  of  CA’s 
fiscal  1995  revenue  was  derived  from 
software  product  licenses,  27%  from 
associated  maintenance  services  and  the 
remainder  from  professional  services. 


Approximately  73%  of  fiscal  1995  revenue 
came  from  mainframe-based  software  and 
services,  20%  from  midrange  systems  and  the 
remaining  7%  from  micro  and  other  software. 

Interim  Results 

Revenue  for  the  nine  months  ending 
December  31,  1995  reached  nearly  $2.4 
billion,  a 31%  increase  over  $1.82  billion  for 
the  same  period  in  1994. 

• Net  losses  of  $321.5  million  include  pretax 
write-offs  of  $1.3  billion  for  purchased 
research  and  development  associated  with 
the  acquisition  of  LEGENT.  This  compares 
with  net  income  of  $219  million  for  the 
same  period  a year  ago,  which  includes 
write-offs  of  $249.3  million  for  purchased 
research  and  development  associated  with 
the  acquisition  of  The  ASK  Group. 

• Excluding  these  charges,  CA  reported  net 
income  of  $486.6  million,  up  from  $373.6 
million  for  the  same  period  a year  ago. 

Market  Financials 

CA’s  products  are  used  by  clients  in 
manufacturing,  banking,  insurance, 
education,  government  agencies,  retail 
microcomputer  distribution  and  value-added 
reselling,  as  well  as  by  individual  personal 
computer  users. 

Geographic  Markets 

Approximately  48%  of  CA’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  (including 
export  sales)  and  52%  from  international 
sources. 

A three-year  summary  of  geographic  sources 
of  revenue  follows: 
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Computer  Associates  International,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

- U.S.  (a) 

$1,262.8 

48% 

$1,089.5 

51% 

$846.3 

46% 

- International 

1,360.2 

52% 

1,058.9 

49% 

994.7 

54% 

Total 

$2,623.0 

100% 

$2,148.4 

100% 

$1,841.0 

100% 

Net  income 

- U.S. 

$276.7 

64% 

$293.3 

73% 

$170.7 

70% 

- International 

$155.2 

36% 

108.0 

27% 

74.8 

30% 

Total 

$431 .9 

100% 

$401 .3 

100% 

$245.5 

100% 

(a)  Includes  export  sales  to  unaffiliated  customers  of  approximately  $43.5  million,  $42.6  million  and  $41.0 
million  in  fiscal  1995,  1994,  and  1993,  respectively. 


Acquisitions 

Since  its  inception,  CA  has  completed  more 
than  50  acquisitions.  Recent  acquisitions 
include  the  following: 

• In  August  1995,  CA  acquired  LEGENT 
Corporation  of  Herndon  (VA)  for 
approximately  $1.8  billion.  The 
acquisition  was  accounted  for  as  a 
purchase. 

- LEGENT  was  a supplier  of  more  than 
150  systems  software  products  and 
services  for  the  management  of 
distributed  computing  across  the 
enterprise.  The  company  had  more  than 

75.000  products  installed  at  more  than 

12.000  customer  sites  worldwide. 

- LEGENT’s  key  products  include  the 
ENDEVOR  suite  of  software 
management  and  administration 
products,  PARAMOUNT  resource 
management  tools  and  Prevail 
automation  technologies. 


- LEGENT  had  approximately  2,700 
employees  at  the  time  of  the  acquisition 
and  revenue  of  $500  million  for  the 
fiscal  year  ending  September  30,  1994. 

- The  operations  of  LEGENT  are  being 
merged  into  CA.  CA  has  merged 
LEGENT’s  AgentWorks  and  Prevail/XP- 
Paradigm  products  into  CA-Unicenter. 

• In  October  1994,  CA  acquired  the 
remaining  50%  interest  in  Newtrend,  an 
Orlando,  Florida-based  banking  software 
and  services  company.  CA  has  held  a 50% 
equity  interest  in  Newtrend  since  1991. 

- Newtrend,  with  1993  revenue  of  $84 
million  and  approximately  575 
employees,  provides  a range  of 
outsourcing,  professional  services  and 
applications  software  products  to  retail 
and  commercial  banks,  savings  and 
community  banks  and  credit  unions. 
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- CA  will  retain  Newtrend’s  INFOPOINT 
IBM  mainframe-based  family  of  banking 
applications  software  and  some  125 
Newtrend  employees. 

- CA  has  sold  off  Newtrend’s  outsourcing 
and  services  business  and  MISER2  and 
CUBE  thrift  and  credit  union  software 
packages  to  Electronic  Data  Systems 
(EDS). 

- CA  plans  to  reconfigure  INFOPOINT  for 
client/server  computing  platforms,  such 
as  Windows  and  UNIX. 

• In  June  1994,  CA  acquired  The  ASK 
Group,  Inc.  of  Santa  Clara  (CA)  for  $13.25 
per  share,  or  approximately  $310  million. 

- ASK  provided  relational  database  and 
connectivity  products,  application 
development  tools  and  manufacturing 
software  products.  Key  offerings  include 
the  Ingres  relational  database  product 
line,  the  ASK  OpenROAD  application 
development  environment  and  the 
MANMAN,  MANMAN/X,  MAXCIM  and 
SIM/400  manufacturing  applications. 

- ASK  had  revenues  of  $426  million  for 
the  fiscal  year  ending  June  30,  1993  and 
approximately  2,100  employees  in  80 
offices  worldwide. 

- EDS  and  Hewlett-Packard,  the  two 
largest  shareholders  of  ASK 
representing  an  aggregate  of  27%  of  the 
outstanding  shares,  also  tendered  their 
shares  to  CA. 

Employees 

As  of  March  31,  1995,  CA  had  more  than 

7,550  employees. 

• Approximately  1,400  employees  were 
located  at  CA  facilities  in  Islandia  (NY), 


3,400  at  other  offices  in  the  U.S.  and 
2,750  at  offices  in  foreign  countries. 

• Of  the  total  employees,  approximately 
2,750  were  engaged  in  product 
development  efforts  and  3,700  were 
engaged  in  sales  and  sales  support 
functions. 

• Revenue  per  employee  was  approximately 
$363,000  in  fiscal  1995,  compared  to 
$303,000  in  fiscal  1994,  $252,000  in  fiscal 
1993  and  $212,000  in  fiscal  1992. 

As  a result  of  the  LEGENT  acquisition  and 
internal  growth,  CA  currently  has 
approximately  9,000  employees  worldwide. 

Key  Products  and  Services 

CA  offers  more  than  500  system  and 
applications  software  products  for  a range 
of  mainframe,  midrange  and  desktop 
computers  from  many  different  hardware 
manufacturers,  including  IBM,  Hewlett- 
Packard,  Amdahl,  Data  General,  DEC,  Sun, 
Tandem,  Compaq  and  Apple,  among  others. 
The  company  also  provides  software 
maintenance  and  professional  services. 

CA's  software  products  are  organized  into 
the  following  categories: 

• Enterprise  Systems  Management  Software 

• Enterprise  Information  Management 
Software 

• Enterprise  Business  Applications  Software 
Key  product  introductions  in  1995  include: 

• CA-Openlngres/ICE,  a database 
management  solution  that  provides  Web- 
enabled  access  to  corporate  data  on  UNIX 
and  Windows  NT 
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• CA-Unicenter/ICE,  a solution  for  securing 
and  managing  electronic  commence  that 
provides  security,  event  management, 
help  desk,  storage  management,  resource 
accounting  and  database  monitoring  for 
Web  sites 

• Integration  of  LEGENT’s  AgentWorks 
single  sign-on  and  system/database  alert 
management  technologies  into  CA- 
Unicenter 

• CA-Masterpiece/2000  with  CA- 
Openlngres  for  IBM  AIX  environments, 
combining  distributed  data  architecture 
with  financial  management 

• CA-SuperProject  4.0  for  Windows,  project 
management  software  for  Windows 

• CA-Unicenter  for  the  ALPHA  family  of 
systems  under  Digital  UNIX,  Windows 
NT  and  NetWare 

• CA-Unicenter/TNG  (The  Next 
Generation)  allows  organizations  to  define 
their  business  policies,  map  these  policies 
to  particular  resource  management 
requirements,  then  monitor  resources  for 
their  support  of  specific  business 
processes.  The  business  process  views 
can  be  customized  to  deliver  information 
based  on  specific  roles,  locations, 
resources  or  other  dimensions  of  control. 
CA-Unicenter  TNG  also  uses  a state-of- 
the-art  GUI  based  on  virtual  reality 
technology. 

• CA-OpenROAD  for  UNIX  and  CA- 
OpenROAD  for  Windows  NT 

• CA-Visual  Objects,  an  object-oriented, 
Xbase  development  tool  for  creating 
Windows  applications 

• CA-KBM,  an  AS/400-based  integrated 
manufacturing  system 


A summary  of  CA’s  product  offerings 
follows. 

Enterprise  Systems  Management  Software 

Systems  Management  Software  supports 
automated  data  center  operations. 

Products  are  available  for  a range  of 
operating  environments,  including  OS/2, 
UNIX,  AIX,  HP/UX,  DG/UX,  Solaris, 
NewWare,  OS/400,  Windows  NT,  Tandem, 
AS/400,  MVS/VSE/VM,  VAX  VMS  and  DOS 
and  compatible  operating  environments. 
These  products  are  organized  into 
functional  areas  and  support  total  data 
center  automation.  Functional  areas 
supported  address  the  following: 

• Distributed  Client/Server  Solutions  for 
UNIX  and  Windows  NT  environments, 
with  CA-Unicenter  as  the  flagship  product 

• Automated  Production  Control,  including 
products  such  as  CA-7,  CA-11,  CA- 
DISPATCH,  CA-SCHEDULER  and 
CA-OPERA 

• Security,  Control  and  Audit,  including 
products  such  as  CA-Unicenter/SSO, 
CA-ACF2,  CA-TOP  SECRET, 
CA-EXAMINE  and  C A-TE  LE VIE W 

• Automated  Storage  Management, 
including  CA-OSM,  CA-I,  CA-DYNAM, 
CA-ASM2,  CA-CICSORT,  CA-ARCHIVER 
and  CA-SORT 

• Software  Delivery,  such  as  CA- 
Distribulink  for  UNIX  and  MVS 

• Data  Center  Administration,  including 
products  such  as  CA-NETMAN 

• Performance  Management  and 
Accounting,  including  CA-JARS,  CA- 
PMA/ChargeBack,  CA-MAZDAMON,  CA- 
Prevail  and  CA-PARAMOUNT 
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• Conversion,  including  products  such  as 
CA-CONVERTOR,  CA-DUO  and  CA- 
TRANSIT 

• Help  Desk  Tools,  such  as  CA-Paradigm 
(or  CA-Unicenter/Adv.  Help  Desk) 

Enterprise  Information  Management 
Software 

These  products  improve  productivity  by 
integrating  relational  databases,  repository 
services,  integrated  CASE  tools  and 
application  generators.  Products  are 
available  for  MVS/VSE/VM,  VSE/ESA,  VAX 
VMS,  BS2000,  MSP,  VOS3,  OS/2,  UNEX, 
Windows  and  DOS  IBM  PC  and  compatible 
operating  environments. 

Database  management  solutions  include 
the  following: 

• CA-Openlngres  Solutions,  including  the 
CA-Openlngres  product  line 

• CA-DATACOM  Solutions,  including  the 
CA-DATACOM  product  line,  CA- 
DATAQUERY  and  CA- IDEAL  products 

• CA-IDMS  Solutions,  including  the  CA- 
IDMS  and  CA-ADS  product  lines,  CA- 
CULPRIT,  CA-EDP-AUDITOR  and  CA- 
OLQ 

• CA-DB  Solutions,  including  the  CA-DB 
product  line 

• CA-OpenROAD  (Open  Rapid  Object 
Application  Development) 

• End-User  Query  Tools,  including  the  CA- 
Visual  Express  product  line 

Information  management  and  application 
development  products  include  the  following: 

• CASE  Technologies,  including  the  CA- 
TELON  product  line 


• COBOL  and  Testing  Tools,  including 
products  such  as  CA-InterTest,  CA- 
EZTEST,  CA-OPTIMIZER,  CA- 
DATAMACS,  CA-MetaCOBOL+,  the  CA- 
Realia  product  line  and  CA-Visual  Realia 

• DB2  Tools,  including  products  such  as 
CA-ProAudit,  CA-ProBuild,  CA-ProEdit, 
CA-ProOptimize  and  CA-ProSecure 

• Enterprise  Information  Solutions, 
including  the  C A-E AS YTRIE VE , CA- 
eMail,  CA-PANAUDIT  and  CA-RAMIS 
product  lines,  CA-ROSCOE,  CA- 
GENER/OL,  CA-EARL,  CA-UFO  and  CA- 
VOLLIE 

• Application  Development,  including 
products  such  as  CA-REALIZER,  CA- 
Visual  Objects  and  the  CA-Clipper 
product  line 

• Life  Cycle  Management,  including 
products  such  as  the  CA-ENDEVOR,  CA- 
PANVALET  and  CA-PANAPT  product 
lines,  CA-LIBRARIAN,  CA-ESTIMACS, 
CA-FPXpert,  CA-METRICS,  CA-PFF  and 
CA-VMLIB 

Enterprise  Business  Applications  Software 

Business  Applications  Software  addresses 
both  vertical  and  horizontal  markets. 

Products  are  available  for  MVS,  VSE, 

VS  AM  OS/MVS,  VAX/VMS,  1100  OS, 
OS/400,  OS/2,  UNIX,  ULTRIX,  HP-UX, 
AIX,  SVR4DG-UX,  SCO/UNIX,  DOS, 
Windows,  Macintosh,  Sun  and  Prime 
operating  environments  in  the  following 
areas: 

• Financial  Management,  including 
products  such  as  ACCPAC  Plus 
Accounting,  CA-BPI  Accounting  II,  CA- 
Simply  Accounting  and  the  CA- 
MASTERPIECE  product  line 
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• Manufacturing  Management,  including 
the  CA-CAS,  CA-CAS/UNIX,  CA-PRMS, 
CA-MANMAN  and  CA-MANMAN/X 
product  lines,  CA-MAXCIM  and  CA-KBM 
(formerly  SIM/400) 

• Human  Resource  Management,  including 
products  such  as  CA-HRISMA,  the  CA- 
Classic/Open  and  CA-HRS  product  lines 
and  CA-SAA 

• Warehouse  Management,  including  the 
CA-Warehouse  BOSS  product 

• Business  Decision  and  Support  Tools, 
including  the  CA-20/20  and  CA-CONSOL 
product  lines,  CA-Fusion  and  CA- 
SuperCalc 

• Visual  Information,  including  the  CA- 
Cricket  product  line,  CA-DISSPLA,  CA- 
TELLAGRAF,  CA-PLOT  OPTIMIZER 
and  CA-GRAPHICS  CONNECTION 

LEGENT  Software 

LEGENT”s  products  fall  into  three  broad 

categories: 

• Distributed  systems  management, 
including  multiplatform  agent-based 
management  tools,  client/server  help  desk 
and  problem  management,  distributed 
storage  management,  cross-platform 
connectivity  technology,  performance  and 
capacity  planning,  and  operations 
management.  Product  lines  include  CA- 
AgentWorks,  CA-ParadigmXP,  CA- 
Reliance/XP,  CA-Prevail/XP  and  CA- 
PARAMOUNT/XP. 

• Distributed  data  management,  including 
multiplatform  software  distribution,  data 
transfer  and  warehouse-enabling 
technology.  Products  include  CA- 
DistribuLink,  CA-XCOM  and  CA-MLINK. 


• Application  management,  including 
multiplatform  version  control,  change 
management  and  application 
configuration.  Product  lines  include  CA- 
ENDEVOR. 

Software  Pricing 

CA’s  Enterprise  License  Plan,  pioneered  in 
1992,  simplifies  software  pricing, 
administration  and  accounting.  Instead  of 
multiple  agreements  for  various  CPUs, 
sites,  products  and  corporate  organizations, 
the  client  signs  one  comprehensive  contract 
for  the  entire  enterprise  and  a single  flat 
fee  replaces  everything  else. 

Professional  Services 
Professional  services  provided  by  CA 
include  custom  software  development, 
consulting  and  education  and  training. 

Clients 

CA  services  and  supports  more  than  10,000 
clients  worldwide.  CA  clients  include: 

• 93  of  the  world’s  largest  100  companies 

• More  than  90%  of  the  Fortune  500 

• 38  of  the  top  43  motor  vehicles  and  parts 
manufacturers,  including  Toyota,  General 
Motors,  Ford,  Nissan,  Daimler-Benz, 
Honda,  Volvo,  BMW,  Rolls-Royce, 
Mitsubishi,  Roert  Bosch,  Isuzu,  Mazda, 
Suzuki,  Kia  and  Yamaha 

• 32  of  the  top  50  U.S.  banks,  including 
Citibank,  Chemical,  NationsBank,  Chase 
Manhattan,  Banc  One  and  Shawmut 

• 18  of  the  top  computer  companies 
worldwide,  including  IBM,  Toshiba, 
Hewlett-Packard,  Digital,  Compaq,  Intel, 
Apple  and  Sun  Microsystems 
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• 43  of  the  top  44  electronics  companies 
worldwide 

• 28  of  the  top  35  U.S.  food  companies 

• 14  of  the  top  18  beverage  companies 
worldwide 

• 27  of  the  top  30  U.S.  specialist  retailers 

• 14  of  the  top  21  U.S.  health  care 
companies 

Information  services  vendors  that  have 
licensed  CA  software  to  support  their 
clients  include  Computer  Sciences 
Corporation,  IBM  ISSC  (with  Kodak), 
Software  Maintenance  Specialists,  SG2 
(Paris),  ALLTEL  Information  Services  and 
Printrak  International. 

Other  clients  include  Zions  Bancorporation, 
Harden  Industries,  The  Ministry  of 
Communications  of  China,  China  National 
Petroleum  Corporation,  China  Radio 
International,  Land  Registry  of  the 
Netherlands,  Litton  Computer  Services,  the 
U.S.  Army,  the  Social  Security 
Administration,  the  IRS,  the  Customs 
Bureau,  the  U.S.  Geological  Survey,  the 
Bureau  of  Engraving  and  Printing,  the 
Department  of  Defense  and  the  Postal 
Service. 

CA-Unicenter  clients  include  the  Equitable 
Life  Assurance  Society,  Baxter 
International,  King  County  Medical  Blue 
Shield,  Capital  Cities/ABC,  Libbey-Owens- 
Ford,  Purdue  University,  Delta  Dental 
Plan,  MCI,  Rohm  and  Haas,  City  of 
Albuquerque,  the  Bureau  of  National 
Affairs,  Brake  Parts,  Rheem  Manufacturing 
Co.  and  the  State  of  Oregon  (Department  of 
Transportation) . 


Marketing  and  Sales 
Alliances 

CA  distributes,  markets  and  supports  its 
products  on  a worldwide  basis  with  its  own 
employees  and  a network  of  independent 
value-added  resellers,  distributors  and 
dealers.  CA  has  approximately  3,700  sales 
and  support  personnel  promoting  and 
licensing  CA’s  products  to  clients. 

In  August  1995,  CA  introduced  the  CA 
VARsity  Club  program.  Resellers, 
consultants  and  independent  software 
vendors  who  qualify  for  the  program  are 
authorized  to  sell  the  entire  suite  of  CA 
client/server  software  and  receive  extended 
support  and  sales  incentives,  including 
matching  marketing  funds,  cash  rebates 
and  deep  discounts  for  volume  purchases. 

Recent  alliances  include  the  following: 

• In  December  1995,  CA  announced  a wide- 
ranging  agreement  with  Netscape 
Communications  Corporation.  CA  and 
Netscape  will  integrate  CA-Unicenter/ICE 
with  Netscape’s  core  server 

products — Netscape  Commerce  Server, 
Netscape  Communications  Server, 
Netscape  News  Server  and  Netscape 
Proxy  Server — to  offer  capabilities  for 
conducting  buisness  over  the  Internet  and 
other  TCP/IP-based  networks. 

• In  December  1995,  CA  and  Microsoft 
announced  that  they  would  Internet- 
enable  their  co-branded  integrated 
product  (CA-Unicenter/ICE  with 
Microsoft  Windows  NT  Server  and 
Microsoft  Internet  Information  Server), 
which  manages  Windows  NT  servers. 

• In  November  1995,  CA  and  Dataware 
Technologies  announced  a joint  marketing 
agreement  to  cross-license  CA- 
Openlngres  and  Total  Recall  for 
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BRS/Search,  permitting  quick  searches  of 
and  access  to  all  types  of  corporate 
information. 

• In  November  1995,  CA  announced  a 
global  development  and  marketing 
agreement  with  Mosaix  Technologies 
Limited  (MXL)  to  deliver  a complete 
spatial  development  environment  by 
enabling  MXL’s  spatial  client  application 
development  tool,  Mosaix,  to  work 
seamlessly  with  CA-Openlngres. 

• In  September  1995,  CA  announced  it  will 
market  new  storage  management  options 
to  CA-Unicenter  based  on  Cheyenne 
Software’s  high-performance,  image-based 
backup  and  RAID-5  fault  tolerance 
technology. 

• In  August  1995,  CA  and  Sun 
Microsystems  announced  they  will  jointly 
market  and  support  a co-branded  product, 
to  be  manufactured  by  CA,  that  will 
include  CA-Unicenter,  CA-Openlngres 
and  Solstice  SunNet  Manager. 

• In  June  1995,  CA  and  Microsoft 
announced  that  CA  will  deliver  its 
business  applications  software  products 
on  Windows  NT  and  that  Microsoft  will 
create  an  integrated  product  that  includes 
CA-Unicenter,  Microsoft  Windows  NT  and 
Microsoft  SQL  Server  runtime.  This  co- 
branded integrated  product  will  be 
marketed  by  CA  worldwide  through  its 
direct  sales  force  and  reseller  partners. 

• In  June  1995,  CA  and  Fujitsu  announced 
an  alliance  to  jointly  develop,  market  and 
support  object  technology.  New  products 
from  the  partnership  will  be  delivered  as 
extensions  to  the  CA-Openlngres  product 
line.  The  first  product — CA- 
Openlngres/ODBMS — includes  Fujitsu’s 
ODB-II  object  database  technology. 


• In  March  1995,  CA  announced  that  BMC 
Software  will  integrate  its  applications 
management  solution — PATROL — with 
CA-Unicenter. 

• In  March  1995,  CA  purchased  source  code 
rights  to  Gupta’s  SQLBase  database  for 
the  next  five  years. 

• In  March  1995,  CA  and  Hewlett-Packard 
announced  CA-Unicenter  for  OpenView, 
an  open,  scaleable  management  solution 
supporting  network  and  systems 
management  requirements  that  will  be 
jointly  marketed  and  supported  for 
customers  worldwide. 

CA  also  has  various  alliances/VAR 
agreements  related  to  certain  of  its 
products  with  Data  General,  AT&T  GIS, 
IBM,  Hewlett-Packard,  Adage  Systems, 
NEC,  Sun  Microsystems,  Microsoft,  SGI, 
NeTpower,  Siemens,  Bull,  Olivetti,  Symbol, 
Intel,  Pyramid,  Sequent,  Unisys,  Apple, 
Lotus,  Candle  Corporation,  Compaq, 

Novell,  ICL,  DEC,  Stratus,  Premenos,  and 
Santa  Cruz  Operation. 

More  than  400  VARs  are  enrolled  in  CA’s 
CA-Ingres  Dollar  Program  whereby  CA 
shares  license  fees  with  CA-Openlngres 
VARs  in  order  to  reward  existing  third- 
party  vendors  and  to  expand  the  CA-Open 
Ingres  VAR  community. 

Competitors 

Competitors  include  hardware  companies 
supplying  systems  software,  such  as  DEC, 
Hewlett-Packard  and  IBM. 

In  the  systems  management  area, 
competitors  include  Candle,  Boole  & 
Babbage  and  BMC  Software. 
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In  the  database  management  system  area, 
major  competitors  include  Oracle,  Sybase 
and  Informix. 

In  the  application  development  area, 
competitors  include  IBM,  DEC,  Andersen 
Consulting  and  Novell,  among  others. 

In  the  area  of  applications  software 
products,  competitors  include  Dun  & 
Bradstreet  Software,  PeopleSoft  and  SAP 
America. 

INPUT  Assessment 

CA’s  strengths  include: 

• The  CA90s  architecture,  which  allows  CA 
to  bring  its  applications  quickly  and 
efficiently  to  new  platforms  as  they 
develop 

• An  extensive  product  line  and  availability 
of  products  for  a range  of  platforms 


• Software  and  client  support 

Challenges  for  the  coming  year  include: 

• Keeping  CA  from  becoming  bureaucratic 
so  that  it  can  respond  quickly  to 
individual  clients  and  to  the  market  as  a 
whole 

• Integrating  new  technologies  (especially 
in  client/server)  and  LEGENT  products 
into  CA’s  product  lines 
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Chairman 

& President:  John  J.  Cassese 

49  Old  Bloomfield  Avenue 
Mountain  Lakes,  NJ  07046 
Phone:  (201)402-7400 

Fax:  (201)402-7988 


Status:  Public 

Employees:  2,511  (12/95) 

Revenue:  $200,050,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Computer  Horizons  Corp.  is  a provider  of 
integrated  information  systems  solutions 
and  services  to  a range  of  industries. 

• Computer  Horizons  has  expanded  its 
traditional  professional  services  businesses 
to  provide  integrated  solutions  to  its 
customers  through  the  following  major 
initiatives: 

- Establishing  a new  subsidiary  (Horizons 
Consulting,  Inc.)  to  focus  on  large-scale 
project  management/outsourcing  services 


- Acquiring  Unified  Systems  Solutions,  Inc., 
a provider  of  network  management  and 
integration  services  for  client/server 
computing  environments 

- Creating  a proprietary  systems  re- 
engineering methodology  called  “Systems 
Refurbishment™” 

- Creating  its  Signature  2000™  solution  for 
the  millennium  change,  an  end-to-end  full- 
solution  encompassing  process, 
methodology,  and  its  own  proprietary 
toolkit 

• Computer  Horizons  has  also  established  a 
new  software  development  and  services  joint 
venture — Birla  Horizons  International 
Limited — in  New  Delhi,  India. 
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• During  1995,  Computer  Horizons  added 
outsourcing  facilities  in  New  Jersey, 
Alabama,  and  India.  Computer  Horizons 
also  remains  committed  to  its  core 
business — the  contract  programming 
market. 

• A public  offering  of  common  stock  in  June 
1995  generated  proceeds  of  approximately 
$13.3  million. 

Company  Description 

Computer  Horizons  Corp.,  incorporated  in 
New  York  in  1969,  provides  a range  of 
professional  and  integration  services  to 
Fortune  500  firms  nationwide  in  the 
manufacturing,  financial  services, 
telecommunications/transport/utilities,  and 
wholesale/retail  trade  industries  and  to  a 
growing  number  of  international  clients. 

• Offerings  include  outsourcing,  application 
development,  reengineering,  client/server 
migration,  legacy  services,  network 
management,  and  training  and  education 
(knowledge  transfer). 

• In  1995,  the  company  provided  information 
technology  services  to  462  clients. 

In  June  1995,  Computer  Horizons  completed  a 
public  offering  of  1.14  million  shares  of  its 
common  stock.  Net  proceeds  of  approximately 
$13.3  million  were  used  to  repay  debt  and 
provide  working  capital. 

Organization  and  Structure 

Computer  Horizons  currently  has  the 
following  divisions/subsidiaries: 

• ComputerKnowledge  is  the  company’s 
training  and  education  division. 

• Horizons  Consulting,  Inc.  specializes  in 
large-scale  systems  development, 


maintenance,  Year  2000,  and 
conversion/migration  projects. 

• Unified  Systems  Solutions,  Inc.  provides 
systems  and  network  integration  services 
and  a range  of  enterprise  management 
solutions. 

• Strategic  Outsourcing  Services,  Inc. 
provides  operations,  data  center,  and 
facilities  management  outsourcing. 

• Birla  Horizons  International  Limited 
provides  software  development,  legacy 
maintenance,  and  associated  support 
services.  It  supports  clients  based  on  three 
continents. 

Computer  Horizons’  operations  are  organized 
into  three  regions  as  follows: 

• The  Central  States  Region  has  offices  in 
Atlanta  (GA);  Cincinnati,  Cleveland, 
Columbus  and  Dayton  (OH);  Dallas  and 
Houston  (TX);  Indianapolis  (IN);  Louisville 
(KY);  and  Memphis  (TN). 

• The  Midwest/West  Region  has  offices  in 
Cedar  Rapids  (IA);  Chicago  (IL);  Colorado 
Springs  and  Denver  (CO);  Detroit  (MI), 
Kansas  City/St.  Louis  (MO);  Los  Angeles 
and  San  Francisco  (CA);  Minneapolis  (MN); 
Phoenix  (AZ);  and  Toronto  (Canada). 

• The  Eastern  Region  has  offices  in  Boston 
(MA);  Hartford  (CT);  Mountain  Lakes  (NJ); 
New  York  (NY);  Philadelphia  (PA);  and 
Pompono  Beach  (FL). 

Computer  Horizons  also  has  a 
Communications  Division  with  offices  in 
Clark  (NJ),  Dallas  (TX),  Washington,  D.C., 
and  Jacksonville,  Orlando,  and  Tampa  (FL)  to 
handle  the  company’s  telecommunications 
business. 
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Company  Strategy 

Computer  Horizons’  current  strategic  plan 

includes  the  following  goals: 

• A sharper  focus  on  clients,  especially  clients 
with  national  and  international  presence 

• A continued  focus  on  providing  total 
solutions  outsourcing 

• Globalization  of  its  solution  and  Year  2000 
millennium  offerings 

• Continued  investment  in  expanding  its 
proprietary  software  and  toolkit 

• A greater  orientation  toward  vertical 
(industry)  marketing 

• A sustained  dedication  to  the  training  and 
education  of  Computer  Horizons’ 
professionals  in  technology,  project 
management  and  customer  satisfaction 


Computer  Horizons  is  committed  to 
leveraging  its  primary  business  of  resource 
provisioning  (professional  services)  toward  the 
project  management  business  solutions 
market,  including  shared  and  complete 
ownership  of  outsourced  systems  integration 
projects. 

Financials 

Computer  Horizons’  1995  revenue  reached 
nearly  $200.1  million,  a 31%  increase  over 
1994  revenue  of  $152.2  million.  Net  income 
was  $9.9  million,  compared  to  $5.7  million  in 
1994. 

• Revenue  growth  in  1995  was  attributed  to 
increased  solutions  business  and  applicable 
improved  pricing. 

• A five-year  financial  summary  follows: 


Computer  Horizons  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$200.1 

$152.2 

$121.6 

$102.2 

$94.5 

• Percent  change  from 
previous  year 

31% 

25% 

19% 

8% 

(5%) 

Income  before  taxes 

$17.6 

$10.4 

$6.9 

$3.9 

$4.1 

• Percent  change  from 
previous  year 

69% 

51% 

77% 

(5%) 

(30%) 

Net  income 

$9.9 

$5.7 

$3.7 

$2.0 

$2.3 

• Percent  change  from 
previous  year 

74% 

54% 

85% 

(11%) 

(32%) 

Earnings  per  share  (a) 

$0.63 

$0.40 

$0.24 

$0.15 

$0.17 

• Percent  change  from 
previous  year 

58% 

67% 

70% 

(12%) 

(32%) 

(a)  Restated  to  reflect  a 3-for-2  stock  split  in  December  1 995. 
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Interim  Results 

Revenue  for  the  three  months  ending  March 
30,  1996  reached  $57.0  million,  a 30% 
increase  over  $43.9  million  for  the 
corresponding  period  in  1995.  Net  income 
rose  96%,  from  $1.7  million  to  $3.3  million. 

Market  Financials 

Computer  Horizons  has  changed  its  method  of 
reporting  revenue  by  industry  sector  to 
conform  to  SIC  Code  data. 

• Financial  services  is  the  company’s  largest 
market  sector,  representing  29%  of  total 
revenue  in  1995.  Revenues  increased  43% 
during  the  year. 

• The  Telecommunications/Utilities  sector 
represented  25%  of  total  revenue  in  1995. 
Telecommunications,  representing  AT&T 
and  other  line  carriers,  grew  over  the  three 
year  period.  Utilities  remained  essentially 
unchanged. 

• Manufacturing  represented  24%  of  total 
revenue  in  1995.  Revenues  were  broad 
based  within  this  sector,  with  particular 
emphasis  on  transportation,  petroleum 
refining,  and  chemical/allied  products 
manufacturing. 

• The  Services  sector,  including  Business 
Services,  Training,  and  the  Unified  Systems 
Solutions  client/server  subsidiary 
represented  12%  of  1995  revenue. 

• The  Wholesale/Retail  Trade  sector  increased 
revenue  69%  during  1995  and  contributed 
10%  to  total  revenue. 


• A three-year  summary  of  source  of  revenue 
by  industry  sector  is  shown  on  the  following 
page. 

Revenue  Analysis  by  Product  / Service 

INPUT  estimates  that  approximately  70%  of 
Computer  Horizons’  1995  revenue  was  derived 
from  professional  services  and  30%  from 
systems  integration  and  systems  operations 
activities. 

Geographic  Markets 

Virtually  100%  of  Computer  Horizons’ 
revenue  was  derived  from  the  U.S. 

Acquisitions 

In  June  1994,  Computer  Horizons  acquired 
Strategic  Outsourcing  Services,  Inc.  (SOS)  of 
Totowa  (NJ).  SOS  provides  outsourcing 
services  to  large  enterprises,  with  an 
emphasis  on  “computer  room”  operations  and 
network  support.  SOS  operates  as  a division 
of  Computer  Horizons. 

In  January  1993,  Computer  Horizons  acquired 
Unified  Systems  Solutions,  a New  Jersey- 
based  firm,  for  approximately  $750,000. 

• Unified  provides  systems  and  network 
integration  services  for  open  systems. 

• Unified  now  operates  as  a wholly  owned 
subsidiary  of  Computer  Horizons. 
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Computer  Horizons  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Industry  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Financial  Services  (a) 

$57.0 

29% 

$39.9 

26% 

$31.5 

26% 

Telecom/Utilities  (b) 

51.3 

25% 

35.0 

23% 

28.8 

24% 

Manufacturing  (c)  (d) 

48.8 

24% 

42.9 

28% 

34.1 

28% 

Services  (e) 

23.0 

12% 

22.5 

15% 

16.3 

13% 

Wholesale/Retail  Trade 

20.0 

10% 

11.9 

8% 

10.9 

9% 

Total 

$200.1 

100% 

$152.2 

100% 

$121.6 

100% 

(a)  Includes  insurance,  brokerage , banking  and  nondepository  credit  institutions. 

(b)  includes  revenue  from  AT&T  of  approximately  $16  million  in  1995,  $13. 7 million  in  1994,  and  $15.8  million  in 


1993. 

(c)  Includes  primarily  transportation,  petroleum  refining,  and  chemical/allied  products. 

(d)  Includes  revenue  from  IBM  of  approximately  $10.1  million  in  1995,  $9. 1 million  in  1994,  and  $9.7  million  in 
1993. 

( e ) Includes  primarily  business  services  and  computer  processing  services. 


Employees 

As  of  December  31,  1995,  Computer 
Horizons  had  2,511  employees,  up  from 
2,150  employees  at  the  end  of  1994. 

Employees  are  segmented  as  follows: 


Computer  professionals 2,206 

Sales  and  technical 

client  support 103 

Recruiters 59 

General  and  administrative 140 

Executives 3 

2,511 


Key  Products  and  Services 

Computer  Horizons  provides  services  in  the 
areas  of  professional  services  staff, 
solutions  for  the  millennium  change, 
client/server  systems  development  and 
migration,  enterprise  network 
management,  outsourcing,  offshore 
software  development  and  maintenance, 
and  knowledge  transfer. 

Professional  Services  Staffing 
Computer  Horizons’  primary  business  is 
providing  software  professionals  to 
augment  the  internal  information 
management  staffs  of  major  corporations. 
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Solution  for  the  Millennium  Change 

Signature  2000  combines  an  internally 
developed  proprietary  software  toolkit, 
skilled  resources,  proven  methodologies, 
project  management,  and  millennium 
project  experience. 

• Signature  2000  analyzes,  locates,  reports 
on,  and  restructures  all  programs  and 
database  definitions  affected  by  the 
absence  of  a century  data  field  to  permit 
processing  of  dates  after  December  31, 
1999. 

• The  solution  is  customized  for  each  client 
and  deals  with  all  collateral  issues. 

Client/Server  Systems  Development  and 
Migration 

Computer  Horizons  develops  and 
implements  open  computer  systems  using 
client/server  architecture  and  integrating 
servers,  mini  and  mainframe  systems, 
workstations,  terminals,  and 
communication  gateways  into  complete, 
flexible  networks. 

• Services  include  project  management, 
selection  of  viable  systems  platforms, 
creation  of  migration  plans,  development 
of  customized  software  applications,  and 
systems  and  database  integration. 

• Solutions  may  involve  relational 
databases,  graphical  user  interfaces, 
document  management,  advanced 
networks,  and  object-oriented  technology. 

Computer  Horizons  also  specializes  in 
integrating  local-area  network  (LAN) 
environments  into  single  heterogeneous 
networks  and  unifying  enterprise  networks 
into  wide-area  network  (WAN) 
environments. 


Enterprise  Network  Management 
The  focus  of  these  services  is  the 
development  and  integration  of  centralized 
management  platforms  for  mission-critical 
distributed  systems  environments. 

Computer  Horizons’  staff  handles  large- 
scale  integration  projects,  including  those 
requiring  vendor  product  integration  and 
custom  software  development  associated 
with  LAN/WAN  monitoring  and  control, 
network  asset  management,  software 
distribution,  and  help  desk  support. 

Outsourcing 

Computer  Horizons’  outsourcing  services 
include  application  development,  systems 
maintenance,  data  network  management, 
voice  network  administration,  and  help 
desk  operations. 

The  company’s  outsourcing  client  portfolio, 
served  by  Horizons  Consulting,  Inc., 
includes  banking,  financial  services, 
pharmaceutical,  insurance,  and  utility 
companies. 

Offshore  Software  Development  and 
Maintenance 

Through  Birla  Horizons  International,  a 
joint  venture  established  in  India, 
Computer  Horizons  provides  offshore 
development,  legacy  systems  maintenance, 
and  conversion  services  that  can  be  ported 
to  client  computers.  Quality  control  and 
project  management  remain  localized 
through  one  of  Computer  Horizons’ 
domestic  offices. 

These  services  provide  a low-cost 
alternative  to  having  these  services 
provided  domestically  for  corporations 
under  the  constraints  of  downsizing  and 
cost  cutting. 
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Knowledge  Transfer 

Computer-Knowledge,  Computer  Horizons’ 
training  and  education  division,  provides 
training  in  such  subject  areas  as  languages, 
hardware,  software,  tools,  methodologies, 
management,  and  productivity  skills.  The 
company’s  offerings  include  application 
downsizing,  graphical  interfaces,  open 
systems,  CASE  and  information 
engineering  technologies,  relational 
technology,  and  personal  computer 
software  and  hardware. 

• Training  is  available  in  standard  and 
customized  courses,  on  or  off  site. 

• Instructor-led  classroom  courses, 
video/audio  tapes,  and  computer-based 
training  modules  are  available. 

• ComputerKnowledge  can  also  assist 
clients  in  outsourcing  their  in-house 
training  departments. 

• The  company  has  reseller  and  training 
rights  in  selected  markets  to  certain 
development  tools  from  KnowledgeWare 
for  building  client/server  applications. 

Marketing  and  Sales 

Computer  Horizons  markets  its  services 
and  solutions  through  its  network  of  offices 
and  subsidiary  organizations. 

Clients 

As  of  December  31,  1995,  Computer 
Horizons  had  served  approximately  462 
clients,  up  from  455  clients  as  of  December 
31,  1994. 

AT&T  was  Computer  Horizons’  largest 
client  in  1995.  Other  clients  include  Abbott 
Laboratories,  Aetna,  Allstate  Insurance, 
ALLTEL,  Amdahl,  American  Airlines, 
American  Express,  American  Red  Cross, 
Ameritech,  Amoco,  Anheuser-Busch,  Bank 


of  America,  Bank  of  New  York,  Baxter 
Healthcare,  Bell  Atlantic,  BellSouth,  Blue 
Cross/Blue  Shield,  Ford  Motor  Company, 
Goldman  Sachs,  Franklin  Mint,  GE  Capital 
Mortgage,  General  Electric,  General  Mills, 
Houston  Lighting  & Power,  Humana,  IBM, 
Johns  Hopkins,  MCI,  Merrill  Lynch, 
Motorola,  Prudential  Insurance,  Santa  Fe 
Railroad,  Reebok  International,  Shell  Oil, 
Sherwin  Williams,  Sony,  Sprint,  Tennessee 
Valley  Authority,  Texaco,  3M,  Time  Inc., 
Toyota,  United  Parcel  Service  of  America, 
University  of  Hartford,  UNISYS,  USAA, 
Walt  Disney,  Warner-Lambert,  and 
Weirton  Steel. 

Alliances/Joint  Ventures 

In  1994,  Computer  Horizons  formed  a joint 
venture  for  software  development  and 
services  in  New  Delhi,  India.  The  venture, 
called  Birla  Horizons  International 
Limited,  is  headquartered  in  New  Delhi, 
and  has  offices  in  London  (England), 
Sunnyvale  (CA),  and  Iselin  (NJ). 

Computer  Horizons  has  an  agreement  with 
Software  AG,  Federal  Systems  to  jointly 
market  and  provide  solutions  to  solve  Year 
2000  computing  problems. 

Computer  Horizons  also  has  various 
alliances  with  other  vendors,  including 
Ernst  & Young  and  IBM. 

Competitors 

Major  competitors  include  professional 
services  units  of  computer  equipment 
manufacturers  such  as  Hewlett-Packard, 
Unisys,  and  Digital  Equipment 
Corporation. 

Competitors  also  include  Andersen 
Consulting,  Technology  Solutions 
Corporation,  Cambridge  Technology 
Partners,  SHL  Systemhouse,  CAP  GEMINI 
AMERICA,  BSG  Alliance/IT,  Computer 
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Sciences  Corporation,  Computer  Task 
Group,  Keane,  and  Analysts  International. 

INPUT  Assessment 

Computer  Horizons  is  successfully  making 
a transition  from  being  a contract 


programming  shop  to  a provider  of  a range 
of  outsourcing  services. 

A key  challenge  for  the  company  is 
competing  with  larger,  more  established 
companies  in  this  price-sensitive  market. 
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Computer  Outsourcing  Services,  Inc. 


President  & CEO: 
360  West  31st  Street 
New  York,  NY  10001 
Phone: 

Fax: 


Zach  Lonstein 


(212)  564-3730 
(212)  947-7458 


COSI 


Status:  Public 

Employees:  449(11/95) 

Revenue:  $22,151,734 

Fiscal  Year  End:  10/31/95 


Key  Points 

• Computer  Outsourcing  Services,  Inc.  (COSI) 
provides  outsourcing  solutions  for  payroll, 
tax  filing,  and  information  processing 
applications  to  approximately  3,200  clients 
nationwide. 

• The  company  claims  to  be  the  fourth  largest 
publicly  traded  payroll  processing  and  tax 
filing  company  in  the  U.S. 

• Since  its  initial  public  offering  in  January 
1993,  COSI  has  completed  three 
acquisitions  directed  at  increasing  the 
company’s  presence  in  the  payroll 

©INPUT  1996. 


processing  and  information  services 
markets. 

• During  1995,  COSI  acquired  MCC 
Corporation,  expanding  the  company’s 
outsourcing  operations  into  the  banking  and 
transportation  industries  and  immediately 
adding  approximately  $8  million  in  annual 
revenue. 

Company  Description 

COSI,  founded  in  1984,  provides  payroll  and 
tax  filing  processing  services  and  information 
outsourcing  services  to  companies  in  niche 
markets,  including  publishing,  direct 
marketing,  apparel  importing  and 
manufacturing,  and  health  care. 
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Organization  and  Structure 

During  fiscal  1995,  COSI  continued  the 
ongoing  process  of  consolidating  all  of  its 
operations  into  two  divisions. 

• The  payroll  companies  are  being 
standardized  onto  one  processing  system 
and  the  outsourcing  companies’  computer 
operations  are  in  the  process  of  being 
consolidated. 

• Until  the  integration  of  all  the  operations  is 
completed,  the  company  will  continue  to 
experience  higher  costs  due  to  the 
conversion  efforts  and  duplication  of 
facilities  and  personnel. 

• These  activities  negatively  impacted 
profitability  in  fiscal  1995. 

COSI  currently  operates  through  two  units  as 
follows: 

• The  PayUSA  division  provides  payroll 
processing  and  associated  services  through 
the  following  subsidiaries: 

- Daton-PayUSA,  Inc.,  based  in  Santa  Ana 
(CA),  services  Southern  California. 

- Key-ACA,  Inc.,  based  in  Westwood  (MA), 
services  the  New  England  area. 

- NEDS,  Inc.,  based  in  Cranston  (RI),  also 
services  the  New  England  area. 

- PayUSA  of  NJ,  Inc.,  based  in  New  York, 
services  Greater  New  York. 

• COSI’s  outsourcing  business  is  conducted 
through  the  following  units: 

- The  PCS  Data  Processing  division,  based 
in  New  York,  provides  processing  to  the 
book  publishing  industry. 


- MCC  Corporation,  based  in  Murray  Hill 
(NJ),  is  a wholly  owned  subsidiary 
providing  outsourcing  services  to  the 
transportation,  banking,  and  publishing 
industries. 

- Tru-Check  Computer  Systems,  Inc.,  based 
in  New  York,  is  a wholly  owned  subsidiary 
that  provides  sales  data  collection  and 
reporting  services  to  consumer  goods 
manufacturers. 

- The  ESM  division,  based  in  New  York, 
provides  payroll  services  to  home  health 
care  companies. 

Company  Strategy 

COSI’s  strategy  is  to  provide  a comprehensive 
computer  outsourcing  alternative  for  all  or 
part  of  its  clients’  data  processing 
requirements. 

COSI’s  strategy  includes  the  following 
elements: 

• COSI  management  believes  that  payroll 
processing  services  represent  the  area  with 
the  highest  potential  for  future  growth. 

• COSI  stresses  close  attention  to  customer 
service  and  support.  As  a result,  the 
company’s  client  relationships  tend  to  be 
long-term  with  very  low  turnover, 
generating  recurring  and  predictable 
revenue.  COSI  has  approximately  27%  of 
its  entire  staff  dedicated  to  customer 
support  and  sales. 

• COSI  attempts  to  maximize  the  use  of  its 
products  and  services  by  offering  a range  of 
services  to  each  client.  Products  are 
designed  to  work  either  on  a standalone, 
modular  basis  or  as  fully  integrated 
systems.  Clients  can  expand  their  use  of 
COSI  services  by  adding  modules  as  needs 
dictate.  In  addition,  clients  can  increase  or 
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decrease  the  volume  of  services  provided  by 
adjusting  the  number  of  on-line  terminals 
installed  in  their  offices. 

COSI  intends  to  standardize  its  entire  payroll 
processing  system  to  the  client/server-based 
system  acquired  in  June  1994  with  Daton 
Data  Processing  Services,  Inc. 

• COSI  expects  to  complete  Rhode  Island 
conversions  during  calendar  1996  and  make 
significant  progress  in  Boston  and  New 
York. 


For  fiscal  1996,  COSI  intends  to  enlarge  its 
market  share  in  the  payroll  processing  and 
specialty  segments  of  the  outsourcing 
industry,  primarily  through  internal  growth. 

Financials 

COSI’s  fiscal  1995  revenue  reached  nearly 
$22.2  million,  a 40%  increase  over  fiscal  1994 
revenue  of  $15.9  million.  Net  losses  were 
approximately  $0.6  million,  compared  to  net 
income  of  $0.5  million  for  fiscal  1994. 

A five-year  financial  summary  follows: 


Computer  Outsourcing  Services,  Inc. 
Five-Year  Financial  Summary 
($  Thousands,  except  per  share  data) 


Fiscal  Year 

Item 

10/95 

10/94 

10/93 

10/92 

10/91 

Revenue 

$22,152 

$15,872 

$11,399 

$10,008 

$10,  057 

• Percent  change  from 
previous  year 

40% 

39% 

14% 

— 

18% 

Income  (loss)  before  taxes 

$(950) 

$906 

$1,070 

N/A 

N/A 

• Percent  change  from 
previous  year 

205% 

(15%) 

N/A 

N/A 

N/A 

Net  income  (loss) 

$(636) 

$501 

$656 

$497 

$310 

• Percent  change  from 
previous  year 

(227%) 

(24%) 

(a) 

32% 

60% 

(6%) 

Earnings  (loss)  per  share 

$(0.19) 

$0.13 

$0.24 

$0.24 

$0.14 

• Percent  change  from 
previous  year 

(246%) 

46% 

(a) 

71% 

(18%) 

(a)  Includes  a gain  of  $54,415  ($0.04  per  share)  from  the  cumulative  effect  of  a change  In  accounting. 


Revenue  increases  during  fiscal  1995  were 
due  primarily  to  acquisitions  in  the  prior  and 
current  fiscal  years. 

• Tru-Check,  acquired  in  January  1994, 
contributed  $117,000  to  the  increase. 

• Daton,  acquired  in  June  1994,  contributed 
$1.8  million  to  the  increase. 


• Certain  acquired  payroll  operations  from 
Delta  Management  Systems,  Inc.  in  August 
1994  contributed  $284,000  to  the  increase. 

• Key-ACA,  acquired  in  May  1995, 
contributed  $1.2  million  to  the  increase. 

MCC,  acquired  in  June  1995,  contributed  $3.4 
million  to  the  increase. 
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These  increases  were  partially  offset  by  a 
decrease  of  $188,000  in  payroll  processing 
revenue  from  NEDS,  Inc.  and  decreases  of 
$419,000  from  infomercial,  apparel  and  other 
outsourcing  revenue. 

As  previously  discussed,  COSI’s  profitability 
was  negatively  impacted  during  fiscal  1995  by 
the  ongoing  process  of  consolidating  the 
operations  of  acquired  companies  and 
standardizing  the  entire  payroll  processing 
business  to  chent/server  technology. 

Revenue  Analysis  by  Product  / Service 

INPUT  estimates  that  approximately  62%  of 
COSI’s  fiscal  1995  revenue  was  derived  from 
processing  services  and  38%  from  outsourcing 
services.  COSI’s  fiscal  1995  revenue  was 
segmented  as  follows: 


Processing  Services 

- Payroll  processing 32% 

- Sales  data  collection 

and  reporting 9% 

- Payroll  services/home 

health  care  industry 4% 

- Other  processing 17% 


62% 


Outsourcing  Services 

- Apparel  importing  and 

manufacturing  industry 9% 

- Book  publishing  industry 13% 

- Specialty  services 16% 


38% 

Interim  Results 

Revenue  for  the  three  months  ending  January 
31,  1996  reached  $7.1  million,  a 62%  increase 
over  $4.4  million  for  the  same  period  in  1995. 
Net  income  was  $46,022,  compared  to  $53,539 
for  the  same  period  a year  ago. 

• Key-ACA  contributed  $666,000  to  the 
revenue  increase  and  MCC  contributed  $2.1 


million.  In  addition,  a $232,000  increase  in 
payroll  processing  revenue  was  recorded  by 
Daton  and  Delta. 

• These  increases  were  offset  by  decreases  of 
$50,000,  $108,000  and  $83,000  at  COSI, 
NEDS,  and  Tru-Check,  respectively. 

Market  Financials 

COSI  derives  its  revenue  primarily  from 
clients  in  the  publishing,  direct  marketing, 
apparel  importing  and  manufacturing,  and 
health  care  industries. 

Geographic  Markets 

One  hundred  percent  of  COSI’s  revenue  is 
derived  from  the  U.S. 

Clients  are  located  primarily  in  the  greater 
New  York,  northern  New  Jersey,  New 
England  and  southern  California  regions. 

Acquisitions 

Acquisitions  made  by  COSI  during  1995  and 
1994  are  summarized  below. 

In  May  1995,  COSI  acquired  MCC 
Corporation  for  approximately  $1.2  million  in 
cash  and  stock.  The  acquisition  was 
accounted  for  as  a purchase. 

• MCC,  based  in  Murray  Hill  (NJ),  provides 
specialty  outsourcing  services  to  the 
banking,  transportation  and  other 
industries.  MCC  has  extensive  mainframe 
and  communications  operations  throughout 
North  America. 

• MCC  now  operates  as  a wholly  owned 
subsidiary  of  COSI. 

In  May  1995,  COSI  acquired  Key-ACA,  Inc.  of 
Westwood  (MA)  for  $625,000  in  cash,  113,636 
shares  of  COSI  common  stock,  plus  contingent 
payments  based  on  future  performance.  The 
acquisition  was  accounted  for  as  a purchase. 
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• Key-ACA  provides  payroll  processing 
services  to  customers  in  New  England. 

• Key-ACA  operates  as  a wholly  owned 
subsidiary  of  COSI. 

In  August  1994,  COSI  formed  PayUSA  of  NJ, 
Inc.  to  acquire  certain  assets  of  the  payroll 
processing  division  of  Delta  Management 
Systems,  Inc.  for  $100,000  and  contingent 
payments  based  on  future  performance.  The 
acquisition  was  accounted  for  as  a purchase. 

In  June  1994,  COSI  acquired  Daton  PayUSA, 
Inc.  (formerly  Daton  Data  Processing 
Services,  Inc.)  for  300,000  shares  of  COSI 
common  stock  plus  contingent  payments 
based  on  future  performance.  The  acquisition 
wras  accounted  for  as  a purchase. 

• Daton,  based  in  Santa  Ana  (CA),  provides 
payroll  processing  services  primarily  to 
customers  in  southern  California. 

• The  acquisition  brought  COSI  additional 
management  expertise  in  the  areas  of 
payroll  marketing,  sales,  and  systems 
development,  as  well  as  payroll  processing 
technology  based  on  client/server  software 
from  Novell  and  Hewlett-Packard  RISC- 
based  computers. 

• Daton  also  offers  a proprietary  tax  filing 
product  that  can  process  taxes  in  all  50 
states. 

• Daton  now  operates  as  a wholly  owned 
subsidiary  of  COSI. 

In  January  1994,  COSI  acquired  Tru-Check 
Computer  Systems,  Inc.  for  111,000  shares  of 
COSI  common  stock,  $579,322  in  cash,  and 
contingent  payments  based  on  future 
performance.  The  acquisition  was  accounted 
for  as  a purchase.  Tru-Check  provides 


marketing  information  for  consumer  goods 
manufacturers. 

Employees 

As  of  October  31,  1995,  COSI  had  418  full- 
time and  31  part-time  employees,  segmented 
as  follows: 


Customer  support  and  sales 121 

Sales  and  marketing  support 20 

Systems  analysts  and 

programmers 43 

Computer  operators 29 

Tape  librarians 3 

Data  entry  personnel 114 

Shipping,  messenger,  mailroom 

and  custodial  services 44 

Administrative 40 

Executives  and  managers 35 

449 


Key  Products  and  Services 

COSI  provides  a range  of  processing  and 
outsourcing  services,  as  summarized  below. 

Payroll  Services 

COSI  provides  payroll  processing  services, 
including  payroll  tax  filing,  through  its 
PayUSA  division  (including  Daton  PayUSA, 
NEDS,  Key-ACA  and  PayUSA  of  NJ). 

• There  are  approximately  2,600  clients  of  all 
sizes,  in  a range  of  businesses  with 
employees  in  all  50  states. 

• The  largest  payroll  customers  include  a 
national  leasing  company  and  a Fortune  500 
consumer  products  company. 

Payroll  services  include  the  preparation  and 
finishing  of  employee  paychecks  and  direct 
deposit  payments,  supporting  journals,  and 
other  reports. 

• COSI  supplies  each  client  with  all  quarterly 
and  annual  Social  Security  and  federal, 
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state  and  local  withholding  and  employer 
tax  reports  to  be  filed  by  clients,  W-2 
statements  for  employees,  records  for  each 
pay  period,  and  quarterly  historical 
earnings  records  for  each  employee. 

• COSI  also  prepares  statistical  and  audit 
reports,  such  as  payroll  and  job  cost 
distribution  reports,  welfare  and  pension 
fund  reports,  and  a payroll  audit  report. 

• COSI  provides  automated  tax  collection  and 
file  services  on  behalf  of  clients,  processing 
federal,  state,  and  local  payroll  withholding 
and  employer  taxes,  and  remitting 
payments  to  the  appropriate  tax  authorities 
when  due. 

• Direct  deposit  services  are  also  performed 
where  clients’  employees  authorize  the 
service. 

Outsourcing — Apparel  Importing  and 
Manufacturing  Industries 

COSI  provides  processing  services  to  soft 
goods  importers  and  manufacturers  in 
support  of  accounting,  billing,  production  data 
and  other  information  applications.  Clients 
can  outsource  part  or  all  of  their  data 
processing  requirements. 

COSI  has  also  developed  an  electronic  data 
interchange  subsystem  that  allows  a vendor  to 
receive  orders  and  floor  selling  information 
from  a retailer  electronically  and  transmit 
invoices  back  to  the  retailer  electronically. 

Outsourcing — Book  Publishing  Industry 

COSI  provides  processing  services  to  the  book 
publishing  industry  through  its  PCS  Data 
Processing  division.  COSI  currently  services 
30  large  and  small  publishers,  ranging  from  a 
one-terminal  user  to  large  users  with  more 
than  100  terminals  dedicated  to  the  system. 


COSI  functions  as  the  computer  department 
for  the  publishing  client,  offering  a range  of 
functions,  such  as  on-line  order  entry,  order 
processing,  inventory,  accounts  receivable  and 
payable,  sales  history  and  analysis,  general 
ledger,  and  royalty  computation  and 
recordkeeping. 

Services  include  the  preparation  of  daily, 
weekly,  and  monthly  reports  pertaining  to  the 
particular  applications  desired  by  the  client. 

Although  some  clients  use  only  royalty 
processing,  most  subscribe  to  the  full  on-line 
publishing  system. 

Outsourcing — Specialty  Services 

Through  MCC  Corporation,  COSI  provides 
customized  outsourcing  services  to  companies 
in  the  transportation,  banking,  and  publishing 
industries.  In  these  cases,  COSI  provides  all 
of  the  computer  and  telecommunications 
services  required  by  the  customer  for  a 
specific  application  or  set  of  applications. 

Sales  Data  Collection  and  Reporting 

COSI  provides  sales  data  collection  and 
reporting  services  to  manufacturers  of 
consumer  goods  through  Tru-Check  Computer 
Systems.  Information  regarding  sales  of 
snack  foods  and  other  vended  items  is 
collected  from  wholesale  distributors, 
primarily  in  magnetic  computer-readable 
files.  COSI  then  provides  these 
manufacturers  with  customized  sales  and 
rebate  payment  reports. 

Processing— Home  Health  Care  Industry 

COSI  provides  specialized  services  to 
organizations  that  provide  temporary  help 
workers  to  industry  and  health  care  workers 
to  homebound  patients.  COSI’s  EMS  division 
collects  payroll  data,  prepares  paychecks  for 
the  service  providers,  and  invoices  the  service 
recipients,  or  their  third-party  carrier.  This 
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division  now  services  approximately  25  home 
health  care  companies. 

Other  Services 

COSI  also  provides  a range  of  customized 
processing  services  designed  to  meet  specific 
customer  requirements,  such  as  ticket 
analysis  provided  for  a major  international 
airline. 

COSI  also  employs  more  than  114  key-entry 
operators  to  provide  data  entry  and  analysis 
services  in  connection  with  specific  client 
projects.  Data  entry  and  analysis  clients 
include  the  City  of  New  York,  a savings  bank, 
a large  insurance  company,  and  a major 
university. 

Customer  Support  and  Training 
The  company  generally  installs  its  own 
custom-configured  computer  terminals, 
printers  and  communication  equipment  in  its 
clients’  offices.  These  on-line  systems  are 
linked  by  leased  digital  or  analog  data 
circuits. 

COSI  assigns  a service  representative  to  each 
customer  to  supervise  installation  and  to 
provide  on-site  training  and  continuing 
support.  Upon  installation,  COSI  provides 
initial  training  at  the  client’s  business 
location  and  user  manuals.  To  maintain 
client  proficiency,  COSI  offers  refresher 
training  periodically,  according  to  customer 
needs. 

Support  is  available  at  the  customer  site,  or 
by  telephone  during  business  hours  for 
system-related  questions  and  general  problem 
solving.  Because  many  clients’  terminals  are 
on-line  with  COSI  computers,  support 
personnel  are  able  to  communicate  directly 
with  them  to  diagnose  errors,  solve  problems 
from  software  and  hardware  and  make 
software  upgrades  at  any  time. 


Data  Centers 

COSI’s  New  York  computer  center  uses  one 
Hitachi  8063  and  2 IBM  4381  mainframes. 

The  Murray  Hill  (NJ)  computer  center  houses 
one  IBM  3090  and  one  IBM  4381  computer. 

Marketing  and  Sales 

COSI  uses  a direct  sales  marketing  approach 
in  which  its  sales  representatives  solicit  client 
appointments  and  make  sales  calls.  Initial 
contact  is  made  by  a variety  of  methods, 
including  mailings,  telemarketing,  and 
attendance  at  industry  conventions  and  trade 
shows. 

COSI  targets  its  principal  marketing  efforts 
primarily  to: 

• Companies  currently  using  outsourcing  or 
payroll  services  in  COSI’s  market  areas  of 
greater  New  York,  northern  New  Jersey, 
New  England  and  southern  California 

• Companies  in  industries  such  as  book 
publishing,  apparel,  and  transportation, 
where  COSI  already  has  a presence 

Competition 

Payroll  processing  competitors  include 
Automatic  Data  Processing,  Inc.,  Paychex  and 
Ceridian  Employer  Services. 

Outsourcing  competitors  include  Computer 
Sciences  Corporation,  Electronic  Data 
Systems,  IBM  ISSC  and  Perot  Systems. 

Assessment 

COSI’s  strengths  include: 

• Multi-industry  experience 

• High  focus  on  customer  service 
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• In-depth  experience  in  payroll  processing, 
information  outsourcing,  and 
telecommunications 

Challenges  over  the  coming  year  include: 


• Successfully  integrating  operations  from 
acquired  companies 

• Migrating  payroll  processing  services  to 
client/server  technology 
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COMPUTER  LANGUAGE 
RESEARCH,  INC. 

2395  Midway  Road 
Carrollton,  TX  75006 
Phone:  (214)250-7000 
Fax:  (214)  250-8423 


Chairman: 
President  & CEO: 
Status: 

Stock  Exchange: 
Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Francis  Winn 
Stephen  T.  Winn 
Public  Corporation 
NASDAQ 
911  (Full-time) 
$110,529,000 
12/31/92 


Key  Points 


Computer  Language  Research  (CLR)  has  substantially  completed 
the  retooling  of  its  tax  systems  from  a mainframe  to  microcomputer 
environment,  establishing  itself  as  a supplier  of  advanced  network- 
based  software  rather  than  a mainframe  processor  of  tax  returns. 

During  1992,  CLR  acquired  Fiduciary  Tax  Systems  (FTS)  from  CCH 
Computax,  significantly  expanding  the  number  of  bank  trust  tax 
departments  using  CLR  systems  and  services. 

CLR  has  introduced,  EasyGo,  a new  software  product  targeted  at 
small  to  medium  size  accounting  firms. 
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CLR,  founded  in  1964,  provides  tax  processing  services,  software 
products,  and  turnkey  systems  to  major  accounting  firms,  corporations, 
partnerships,  and  banks  under  the  trade  name  Fast-TaxR.  Over  the 
past  seven  years,  CLR  has  shifted  its  focus  away  from  mainframe 
processing  to  offering  microcomputer-based  systems  that  enable  its 
clients  to  process  tax  returns  in  their  own  offices. 

CLR  also  markets  electronic  forms  automation  software  and 
equipment  for  use  in  its  tax  processing  activities  and  to  other  forms- 
intensive  businesses  such  as  insurance  companies,  mortgage  banks, 
financial  services  organizations,  and  federal  and  state  governments. 


CLR's  1992  revenue  was  $111.0  million,  a 4%  decrease  from  $115.7 
million  for  1991.  A five-year  financial  summary  follows: 


COMPUTER  LANGUAGE  RESEARCH,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$111.0 

$115.7 

$119.4 

$126.1 

$117.4 

• Percent  change 
from  previous  year 

(4%) 

(3%) 

(5%) 

7% 

15% 

Income  (loss)  before 
taxes 

$7.8 

$6.4 

$(7.3) 

$0.6 

$(2.8) 

• Percent  change 

(a) 

(a) 

(a) 

(b) 

from  previous  year 

22% 

188% 

★ 

121% 

(16%) 

Net  income  (loss) 

$12.3 

$3.8 

$(4.5) 

$0.7 

$(1.9) 

■ Percent  change 

(c) 

from  previous  year 

224% 

184% 

(743%) 

133% 

(27%) 

Earnings  (loss)  per  share 

$0.89 

$0.28 

$(0.33) 

$0.05 

$(0.14) 

• Percent  change 

(c) 

from  previous  year 

218% 

185% 

(760%) 

136% 

(27%) 

Percent  change  exceeds  1,000%. 


(a)  Includes  $1.8  million  loss  from  the  sale  of  a building  in  1992  and  restructuring  charges  of 
approximately  $1.0  million  in  1991  and  $5. 1 million  in  1990. 

(b)  Includes  a $1.5  million  gain  from  the  sale  of  the  company's  Micro-Tax  software  product  line. 

(c)  Includes  a $5.7  million  ($0.41  per  share)  cumulative  effect  from  a change  in  the  method  of 
accounting  and  a $1.1  million  ($0.08  per  share)  gain  from  extinguishing  debt  from  a building  sold 
during  the  year. 


Company 

Description 


Financials 
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Acquisitions 


Revenue  from  the  tax  business  segment  decreased  8%  from  $106 
million  in  1991  to  $97.7  million  in  1992  due  to  lower  prices  for  tax 
processing  services,  lower  systems  sales,  and  tax  processing  software 
problems  encountered  in  early  1992  in  the  accounting  tax  market. 

• Lower  prices  for  tax  processing  services  resulted  from  competitive 
pressures  and  a change  in  mix  from  mainframe  to  in-house  tax 
processing. 

■ These  declines  were  partially  offset  by  increased  sales  volume  in  the 
bank  tax  market  due  to  the  acquisition  of  FTS  Corporation  (which 
contributed  $2.2  million  to  CLR's  1992  revenue)  and  increased 
product  success. 

• It  is  anticipated  that  revenue  will  continue  to  decline  in  the 
accounting  tax  market,  partially  offset  by  revenue  growth  in  the 
other  tax  markets. 

■ Operating  profits  in  the  tax  business  segment  were  $12.9  million  in 
1992,  compared  to  $11.8  million  in  1991. 

Electronic  form  systems  revenue  increased  37%  to  $13.3  million  due  to 
significantly  higher  systems  sales.  Operating  profit  was  $400,000  in 
1992,  compared  to  a $1.2  million  loss  in  1991. 

Research  and  development  expenses  were  approximately  $4.2  million 
in  1992,  $3.0  million  in  1991,  and  $4.0  million  in  1990. 

Revenue  for  the  three  months  ending  March  31,  1993  was  $34.5 
million,  compared  to  $36.8  million  for  the  same  period  in  1992.  Net 
income  was  $4.6  million,  compared  to  $1 1.4  million  for  the  same  period 
a year  ago,  which  includes  $5.7  million  for  the  cumulative  effect  of  a 
change  in  the  method  of  accounting. 


In  July  1992,  CLR  acquired  FTS  Corporation  from  CCH  Computax, 
Inc.  for  approximately  $7.5  million.  The  acquisition  was  accounted  for 
as  a purchase. 

• FTS,  with  27  employees  and  1991  revenue  of  approximately  $7.3 
million,  provides  computerized  trust  tax  processing  services  for 
banks. 

• The  operations  of  FTS  have  been  merged  into  CLR's  tax  operations. 
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During  the  first  quarter  of  1991,  CLR  made  the  following  acquisitions: 
• Wenz  Systems,  Inc.,  a company  specializing  in  the  bank  tax  market 


• The  Freedom  Group,  a software  product  line  for  the  insurance  tax 
market 


CLR  is  a large  Industry  Remarketer  for  IBM  and  a value-added 
reseller  for  various  other  manufacturers. 


As  of  December  31,  1992,  CLR  had  911  permanent  full-time 
employees.  The  company  also  employs  more  than  120  temporary 
employees  in  operations  and  customer  service  during  its  peak  tax 
processing  season  in  March  and  April. 


Major  competitors  include  CCH  Computax  (a  subsidiary  of  Commerce 
Clearing  House),  as  well  as  various  regional  and  local  income  tax 
return  processors. 

a 

Approximately  88%  ($97.7  million)  of  CLR's  1992  revenue  was  derived 
from  tax  return-related  processing  and  software  products.  The 
remaining  12%  ($13.3  million)  of  revenue  was  derived  from  electronic 
forms  software  and  laser  printer  systems.  A three-year  summary  of 
source  of  revenue  follows: 


COMPUTER  LANGUAGE  RESEARCH,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Tax  processing 
and  software 

$97.7 

88% 

$106.0 

92% 

$109.0 

91% 

Electronic  form 
systems 

13.3 

12% 

9.7 

8% 

10.4 

9% 

TOTAL 

$111.0 

100% 

$115.7 

100% 

$119.4 

100% 

Alliances 


Employees 


Competitors 


Key  Products  and 
Services 
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Since  1965,  CLR  has  implemented  four  generations  of  technology  for 
processing  tax  returns.  Although  all  four  are  still  offered  by  the 
company,  the  trend  is  away  from  mainframe  tax  processing  and  toward 
client  in-house  microcomputer  processing: 

• Service  Bureau  Tax  Processing:  Clients  submit  input  forms  to  a 
local  Fast-Tax  service  center  for  mainframe  batch  processing.  CLR 
enters  the  data  and  computes  and  prints  the  final  return.  Currently, 
mainframe  processing  is  being  replaced  by  a system  of  networked 
microcomputers  called  the  GoCenter.  The  Go  Center  is  an  array  of 
486  microcomputers,  file  servers,  and  large  hard  disks  linked  to 
provide  parallel  computing  and  data  storage.  It  is  used  to  process 
tax  returns  for  clients  who  require  service  bureau  processing. 

• On-Line  Tax  Processing:  Clients  control  the  entire  production 
process  for  their  returns  from  a terminal  in  their  office,  while  still 
relying  on  CLR  for  original  data  entry  and  high  speed  laser  printing. 

• Client  Data  Input  Tax  Processing  (Production  System):  Clients  key 
data  from  input  forms,  transmit  the  data  to  CLR's  GoCenter  for 
computation,  and  print  the  finished  returns  on  laser  printers  located 
in  their  offices.  The  Production  System  was  renamed  Production 
System  2 in  1992  to  reflect  its  advanced  capabilities  and  its  delivery 
via  CD  ROM. 

• Client  In-House  Tax  Processing  Software:  GoSystem,  introduced  in 
1987,  is  a microcomputer-based  software  product  that  processes  tax 
returns  completely  in-house.  In  1992,  this  software  was  renamed 
GoSystem  2 to  reflect  its  upgraded  capabilities  as  a complete 
electronic  tax  desktop  that  includes  fully  integrated  compliance,  tax 
research,  tax  planning,  and  tax  practice  management. 

- The  GoSystem  runs  on  IBM  AT  or  PS/2  series  microcomputers. 

It  is  designed  to  run  in  a local-area  environment,  but  can  operate 
on  a standalone  basis. 

- EasyGo,  introduced  in  1992,  is  a standalone,  in-house  tax 
automation  system  for  smaller  accounting  firms  that  do  not 
require  all  the  features  of  GoSystem  2. 

- CLR  has  linked  GoSystem  and  EasyGo  software  to  the  OnPoint 
electronic  tax  research  data  base  offered  by  Research  Institute  of 
America. 

- System  5 is  a version  of  GoSystem  2 for  the  corporate  tax  market. 
System  5 automates  the  tax  compliance  and  planning  efforts  of 
large  and  medium  corporations  with  internal  tax  departments. 
Fixed  asset  and  management  modules  were  added  during  1992. 
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CLR  offers  GoCenter  processing,  the  Production  System,  and  the 
GoSystem  to  accounting  firms  nationwide. 

• Tax  processing  products  and  services  are  available  to  accounting 
firms  that  prepare  expatriate  returns  for  U.S.  citizens  temporarily 
living  abroad.  CLR  supports  clients  in  over  40  cities  located  in  25 
foreign  countries. 

• CLR  also  offers  tax  department  local-area  network  (LAN)  solutions 
for  CPA  firms,  including  LAN  consulting  and  design,  equipment, 
operating  software,  installation,  training,  and  support. 

• CLR  provides  Network  Control  Center  (NCC),  a LAN  package  that 
may  include  modems,  file  servers,  optional  attached  processors,  and 
an  uninterrupted  power  supply  in  a single  cabinet.  NCC  was 
designed  for  use  with  the  GoSystem,  but  also  processes  most  IBM- 
compatible  software  applications.  NCC  is  marketed  primarily  to 
medium  and  large  accounting  firms  with  a large  number  of  users 
who  can  benefit  from  the  economies  of  a LAN  and  distributed 
processing. 

For  the  corporate  tax  market,  CLR  offers  System  5,  a family  of 
microcomputer-based  products  designed  to  automate  the  tax 
compliance  and  planning  efforts  of  large  and  medium  corporations  with 
internal  tax  departments. 

• System  5 includes  software  to  process  federal  single-company  and 
consolidated  returns,  state  single-company  and  combined  reports. 
System  5 also  includes  software  to  process  sales-and-use  tax  returns 
for  over  250  state  and  local  taxing  jurisdictions,  as  well  as  modules 
for  corporate  tax  planning  under  the  requirements  of  Financial 
Accounting  Standards  Board  Statement  109  and  for  international  tax 
planning  and  compliance. 

• Modules  for  the  insurance  industry  include  Insurance  Tax 
Compliance  Software  (ITCS)  and  Automated  Premium  Tax 
Software  (APT). 

• Through  its  Alliance  program  with  selected  Big  6 accounting  firms, 
partners  are  able  to  provide  consulting  services  to  help  implement 
and  integrate  System  5 software  with  accounting  systems  used 
internally  by  CLR's  corporate  clients. 

• To  date,  over  1,420  corporate  tax  departments  use  System  5. 

CLR  also  provides  tax  return  and  K-l  processing  services  to  large 
partnerships,  including  syndications  and  Master  Limited  Partnerships. 
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• Services  include  a system  designed  to  assist  in  the  production  and 
distribution  of  investor  information. 

• CLR  also  offers  Investor  Relations  Workstation,  a microcomputer- 
based  investor  information  retrieval  system  that  uses  optical  disk 
technology. 

CLR  provides  fiduciary  tax  processing  services  to  banks  with  internal 
trust  departments. 

■ Due  to  the  large  volume  of  returns  prepared,  bank  clients 
customarily  provide  monthly  taxpayer  data  to  CLR  on  magnetic  tape 
or  via  electronic  transmission. 

• The  trust  accounting  data  is  generally  bridged  to  CLR  from  the 
bank's  internal  trust  accounting  system  or  from  third-party  suppliers 
of  trust  accounting  services. 

• Data  may  be  bridged  at  year-end  for  annual  tax  reporting  (Standard 
Bridge  service)  or  monthly  (Detail  Bridge  service). 

• SmartBridge,  for  Detail  Bridge  clients,  uses  expert  system 
technology  to  analyze  trust  tax  transactions. 

• The  Estimate  Analysis  SYstem  (EASY)  allows  bank  trust 
departments  to  comply  with  electronic  filing  rules  imposed  by  the 
IRS. 

In  1992,  CLR  released  E-Form,  a CD  ROM-based  tax  form  retrieval 
system  designed  to  completely  replace  a tax  professional's  printed  tax 
form  service.  E-Form  operates  under  Microsoft  Windows  and  includes 
over  15,000  pages  of  tax-related  forms  and  instructions.  Forms  can  be 
viewed  and  completed  on-screen  then  either  printed  blank  or 
completed.  Completed  forms  can  be  store  on  the  user's  hard  disk. 

CLR's  Electronic  Forms  Systems  (EFS)  business  contributed  12%  to 
1992  revenue.  EFS  enables  clients  to  electronically  print  forms  on 
blank  paper,  eliminating  the  need  for  a large  inventory  of  preprinted 
forms,  reproduction  facilities,  and  collation  equipment. 

• An  electronic  image  of  each  form  is  stored  in  the  computer  and 
displayed  on  various  display  devices  when  and  where  needed. 

• EFS  software  is  available  for  IBM  and  compatible  mainframes  and 
microcomputers. 
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• CLR  uses  EFS  in  conjunction  with  its  tax  processing  operations  and 
has  successfully  marketed  EFS  to  the  insurance  industry,  mortgage 
banks,  and  the  federal  government. 

CLR  also  develops  and  markets  its  Formwriter  laser  printers  to  its  tax 
and  EFS  clients. 

Industry  Markets 

CLR  sells  its  Fast-Tax  products  and  services  in  four  primary  markets  as 

follows: 

• The  accounting  tax  market  includes  public  accounting  firms  in  the 
U.S.  and  abroad  that  prepare  tax  returns.  The  size  of  these  firms 
range  from  the  largest  national  firms  to  sole  practitioners.  This 
includes  national  public  accounting  firms  as  well  as  many  regional 
and  large  local  firms  with  complex  tax  practices. 

• The  corporate  tax  market  consists  of  large  corporations  that  process 
consolidated  federal  tax  returns,  a variety  of  state  returns,  and  have 
the  need  for  other  tax-related  planning  and  administrative  tasks. 
CLR  also  markets  various  products  to  large  insurance  companies. 

• The  partnership  tax  market  includes  large  syndications  and  master 
limited  partnerships. 

• The  bank/trust  tax  market  includes  medium  and  large  commercial 
banks  that  offer  trust  services  to  their  customers  and  use  CLR's  tax 
processing  services  to  process  both  federal-  and  state-generated 
fiduciary  income  tax  returns,  as  well  as  other  beneficiary 
information. 

KPMG  Peat  Marwick  contributed  10.1%,  11.4%,  11.8%,  and  11.3%  to 

CLR's  1991,  1990,  1989,  and  1988  revenue,  respectively. 

Geographic 

Markets 

Approximately  98%  of  CLR's  revenue  is  derived  from  the  U.S.  and  2% 
from  overseas  operations. 

CLR  has  sales  and  support  facilities  in  20  cities  throughout  the  U.S. 

CLR  also  provides  tax  processing  services  to  accounting  firms  and  large 
corporations  that  provide  tax  preparation  services  to  U.S.  citizens  living 
abroad.  Support  offices  for  these  services  are  located  in  the  U.S. 
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1 500  Broadway 
New  York,  NY  10036 
Phone:  (212)575-2225 
Fax:  (212)382-0878 


Roger  Allen,  Chairman 
E.  Ted  Prince,  President 
Public  Corporation,  Sydney  Stock  Exchange 
Total  Employees:  2,100 
Total  Revenue,  Fiscal  Year  End 
9/30/91:  $250,000,000* * 

U.S.  Revenue:  $75,000,000* 

*A11  dollar  figures  are  U.S. 


The  Company  The  Computer  Power  Group  was  founded  in  1971  in  Melbourne 

(Australia)  and  in  1984  began  providing  products  and  services 
in  the  U.S. 

• Since  1986,  acquisitions  have  rapidly  accelerated  the  growth  of 
the  company,  which  now  consists  of  the  operations  of  the  former 
CAP  Information  Systems  Incorporated,  Cornell  Computer 
Corporation,  Applied  Information  Development  Incorporated, 
and  CP  International  units,  together  with  numerous  subsidiaries. 

■ Computer  Power  Group  currently  provides  a range  of  computer 
consulting  services  and  several  packaged  software  products  to 
government  and  Fortune  5000  companies  nationwide.  The  group 
also  has  significant  operations  in  Australasia,  Asia,  and  Europe. 

The  company's  strategy  is  to  provide  professional  services  using  its 
Technologies  for  the  Delivery  of  Software  and  Services  (TDSS),  a 
combination  of  skills,  methodologies,  and  tools  that  forms  the 
foundation  of  all  Computer  Power  Group  services. 

Total  fiscal  1991  revenue  reached  $250  million,  a 10%  increase  over 
fiscal  1990  revenue  of  $228  million.  In  the  five-year  summary  that 
follows,  financials  are  shown  in  U.S.  dollars,  using  a consistent 
exchange  rate  from  foreign  currencies: 
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COMPUTER  POWER  GROUP 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions,  U.S.) 


FISCAL  YEAR 

ITEM 

9/91 

9/90 

9/89 

9/88 

9/87 

Total  revenue 

$250.0 

$228.0 

$262.0 

$237.0 

$24.0 

• Percent  increase 
(decrease)  from 
previous  year 

10% 

(13%) 

10% 

887% 

- 

Computer  Power  Group  management  attributes  the  company's 
growth  in  fiscal  1991  to  an  expansion  in  the  range  of  services 
provided. 

Of  Computer  Power  Group's  2,100  employees,  approximately  900 
are  located  in  the  U.S. 

Major  competitors  include  Andersen  Consulting,  Computer 
Sciences  Corporation,  American  Management  Systems,  and 
Electronic  Data  Systems. 


Key  Products  and  Computer  Power  Group's  fiscal  1991  revenue  was  derived 
Services  approximately  as  follows: 


Software  consulting 

78% 

Systems  integration 

13% 

Packaged  software 

6% 

Training 

3% 

100% 

Computer  Power  Group's  professional  consulting  services  are 
provided  within  the  company's  TDSS  framework  to  ensure  optimum 
quality  and  performance.  Services  are  rendered  on  a time-and- 
materials  or  fixed-price  basis  and  include: 

• Long-term  strategic  IS  planning 

• Systems  integration 

• Education  and  training 

• Software  maintenance  services 

• Software  testing  and  implementation 

• Network  operations  and  management 

• Project  management 

• Quality  assurance  and  risk  analysis 
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Industry  Markets 


Systems  integration  services  include  serving  as  prime  contractor  in 
support  of: 

• Project  planning 

• Project  management 

• Hardware,  software,  and  services  selection 

• CASE  strategy  development 

• Staffing 

• Quality  assurance 

• Testing 

Recent  professional  services/systems  integration  projects  include: 

• A materials  supply  and  management  system  for  a federal 
government  agency 

• A management  study  for  a courts  system  for  an  overseas 
government 

• A software  metrics  engagement  for  a local  government  authority 

• A software  maintenance  and  CASE  tool  assessment  for  a retail 
store  chain 

Computer  Power  Group's  packaged  software  offerings  include  the 
following: 

• Status/IQ,  a text  storage  and  retrieval  system 

• Essence,  a document  abstractor 

• Statute,  a knowledge-based  artificial  intelligence  system 
generator 

• TODAY,  a fourth-generation  language  application  generator 
(which  includes  a range  of  specific  applications) 

Computer  Power  Group  has  a number  of  alliances/agreements  on 
an  international  and/or  local  basis  with  various  other  suppliers  and 
academic  institutions.  These  include  Hewlett-Packard,  IBM, 
Microsoft,  Stanford  Research  Institute,  Texas  Instruments,  Wang 
and  a number  of  specialized  software  product  vendors. 


Computer  Power  Group  does  business  with  all  sectors  of  the 
computing  market,  with  significant  contributions  estimated  as 
coming  from: 
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Federal,  state,  and 


local  government 

25% 

Telecommunications 

20% 

Banking  and  finance 

20% 

Business  services 

8% 

Insurance 

6% 

Manufacturing 

6% 

Utilities 

4% 

All  other 

11% 

100% 

The  company  provides  services  to  more  than  200  Fortune  1000,  or 
equivalent,  clients. 


Computer  Power  Group's  fiscal  1991  revenue  was  derived 
approximately  as  follows: 


North  America 

30% 

Australasia 

42% 

Europe 

25% 

Asia 

3% 

100% 

The  U.S  headquarters  is  in  New  York  City,  with  other  offices 
located  in  Milwaukee  (WI),  Cincinnati  (OH),  Edison  (NJ),  Fort 
Lauderdale  (FL),  Houston  (TX),  Indianapolis  (IN),  Irvine  and  San 
Francisco  (CA),  Minneapolis  (MN),  Plainview  (NY),  Oak  Brook 
(IL),  Phoenix  (AZ),  Seattle  and  Spokane  (WA),  and  St.  Louis 
(MO),  with  subsidiary  offices  in  a number  of  other  locations. 

International  headquarters  is  in  Melbourne  (Australia).  Other 
international  offices  are  in  England,  Hong  Kong,  Japan,  New 
Zealand,  Singapore,  Taiwan,  and  Thailand. 


Page  4 of  4 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


March  1992 


INPUT 


Vendor  Profile 


\^*/7 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


February  1996 


V* 

Computer  Sciences  Corporation 


Chairman:  William  R.  Hoover 

President  & CEO:  Van  B.  Honeycutt 

2100  East  Grand  Avenue 
El  Segundo,  CA  90245 
Phone:  (310)615-0311 

Fax:  (310)322-9805 


Status:  Public 

Employees:  32,900  (4/95) 

Revenue:  $ 3,372,502,000 

Fiscal  Year  End:  3/31/95 


Key  Points 

• Computer  Sciences  Corporation  (CSC), 
founded  in  1959,  is  the  largest  independent 
provider  of  professional  services,  including 
management  consulting,  business 
reengineering  and  information  systems 
consulting,  systems  integration  and 
outsourcing  services. 

• In  fiscal  1995,  revenue  from  CSC’s 
commercial  operations  grew  more  than  38% 
to  $1.88  billion,  representing  56%  of  CSC’s 


total  revenue.  The  biggest  increase  came  in 
the  international  sector,  where  revenue 
more  than  doubled,  due  primarily  to 
significant  increases  in  outsourcing  and 
consulting. 

• Revenue  from  the  U.S.  government 
increased  22%  during  fiscal  1995  to  $1.49 
billion,  led  by  CSC’s  largest  federal  contract 
ever — an  eight-year,  $1.1  billion  contract  to 
operate  NASA’s  Marshall  Space  Flight 
Center  in  Huntsville  (AL). 

• CSC’s  management  consulting  and  systems 
integration  activities  were  expanded  both 
domestically  and  internationally  during 
fiscal  1995  with  the  acquisitions  of  The 
DiBianca-Berkman  Group,  Ouroumoff 
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Consultants  and  OuroumofF  International, 
Weston  Group  and  Ploenzke  AG.  Together, 
these  five  companies  bring  more  than  $200 
million  in  annual  revenue  and  1,600 
professional  staff  to  CSC. 

• William  R.  Hoover,  who  has  been  chief 
executive  officer  of  CSC  since  1972,  retired 
as  CEO  on  March  31,  1995,  but  continues  as 
chairman  of  the  board.  Van  B.  Honeycutt, 
who  has  been  president  and  chief  operating 
officer  since  June  1993,  is  now  CEO  and 
president. 

Company  Description 

Serving  government  and  commercial  clients, 
CSC  provides  strategy  and  management 
consulting,  business  reengineering, 
information  technology  consulting, 
requirements  analysis,  software  development, 
systems  engineering  and  integration,  turnkey 
computer/communications  systems  and 
systems  operations  (outsourcing)  services. 

The  company  also  provides  industry-specific 
proprietary  products  and  services  for  credit 
reporting,  claims  processing,  health 
maintenance  organizations,  discrete 
manufacturing,  retail,  transportation, 
distribution,  utilities  and  telecommunications. 

Organization  and  Structure 

CSC’s  organization  structure  is  shown  on  the 
following  page.  The  company  currently 
provides  its  services  through  the  following 
units: 

• The  Systems  Group,  headquartered  in  Falls 
Church  (VA),  is  the  company’s  primary 
resource  for  computer  and  communications 
technology.  The  group  has  four  divisions 
that  primarily  serve  the  U.S.  government. 

• The  Consulting  Group,  headquartered  in 
Cambridge  (MA),  offers  systems  integration 


and  technology  consulting  services  to  the 
commercial  marketplace. 

• CSC  Index,  headquartered  in  Cambridge 
(MA),  provides  management  consulting  and 
business  reengineering  services  worldwide. 

• CSC  Credit  Services,  based  in  Houston  (TX), 
provides  consumer  credit  reports  and 
account  management  services  to  credit 
grantors  nationwide. 

• The  Technology  Management  Group, 
headquartered  in  Falls  Church  (VA),  is 
responsible  for  overseeing  all  commercial 
outsourcing-related  activities  in  North 
America. 

• Integrated  Business  Services,  headquartered 
in  Falls  Church  (VA),  was  created  in  April 
1995  to  serve  as  the  focal  point  for 
presenting  CSC’s  range  of  services  to 
selected  companies  in  the  commercial 
marketplace. 

• CSC  Europe,  headquartered  in  London, 
provides  consulting,  systems  integration  and 
outsourcing  services  to  public  and  private 
businesses,  primarily  in  Europe.  This  group 
has  seven  divisions  spanning  Belgium, 
France,  Germany  and  the  Netherlands. 

• CSC  Australia,  headquartered  in  Sydney, 
provides  a range  of  management  consulting, 
systems  integration  and  outsourcing  services 
to  the  Australian  marketplace. 
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Company  Strategy 

CSC’s  strategies  are  to  maintain  its  dominant 
position  in  the  U.S.  federal  marketplace 
(which  contributed  44%  of  fiscal  1995  revenue) 
while  expanding  its  market  share  in  non- 
federal  markets  through  internal  growth  and 
acquisitions.  The  company  is  dedicated  to 
being  the  best  in  technology,  business 
reengineering  and  project  management. 

CSC  management  has  set  the  objective  of 
becoming  one  of  the  top  two  or  three 
companies  in  the  commercial  markets  for 
consulting,  systems  integration,  outsourcing 
and  related  professional  services  in  the  U.S. 
and  Europe. 

• Three  factors  in  the  global  marketplace  are 
driving  strong  commercial  opportunities  for 
CSC: 

- A strong  demand  for  business  solutions 
such  as  reengineering,  outsourcing  and  the 
development  of  systems  that  bring  new 
efficiencies  to  maintain  market  share  and 
control  costs; 

- The  demand  for  consultants,  systems 
integrators  and  outsourcers  to  help  rethink 
and  reshape  strategies  to  keep  up  with 
new  competition; 

- The  need  to  respond  innovatively  to  more 
sophisticated  and  demanding  consumers. 

• In  the  area  of  commercial  business 
reengineering,  CSC  will  continue  to  refine 
and  enhance  its  business  process 
reengineering  practice  by  combining  its 
consulting  expertise  with  its  industry  and 
technology  skills  and  will  use  CSC  Index  to 
break  new  ground. 

• In  the  area  of  commercial  systems 
consulting  and  integration,  CSC’s  strategies 
include: 


- Bringing  leading-edge,  commercially 
proven  technologies  to  clients 

- Giving  clients  the  business  strategy  and 
reengineering  consulting  they  need  to 
ensure  that  their  systems  are  aligned  with 
their  business  goals 

- Maintaining  the  best  practices  and 
methodologies  to  build  comprehensive 
systems  fast 

- Staying  closely  attuned  to  each  client’s 
industry,  offering  pre-engineered  software 
solutions  when  needed 

- Providing  the  best  program  management, 
applying  CSC’s  skills  in  building  the 
largest,  most  complex  systems  for  the 
federal  marketplace  to  the  commercial 
world 

• In  the  commercial  outsourcing  area,  CSC’s 

primary  strategies  include: 

- Helping  customers  rethink  their  business 
goals,  viewing  outsourcing  as  a way  to  add 
value  to  their  enterprise 

- Promoting  awareness  of  a key  reason  most 
clients  say  they  outsource  with  CSC — its 
flexibility  and  exceptional  focus  on 
accommodating  customers 

- Approaching  clients  around  industry 
strengths,  focusing  on  specialty  areas  that 
include  aerospace,  banking,  consumer 
credit,  consumer  goods,  health  care, 
insurance,  manufacturing,  retail, 
telecommunications  and  utilities 

- Seeking  innovative  partnerships,  risk- 
sharing agreements  and  strategic  alliances 

• In  the  commercial  industry  services  area, 

strategies  include: 
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- Credit  services — maintaining  a strong 
partnership  with  Equifax  to  provide  high- 
quality  consumer  credit  files 

- Financial  services — expanding  traditional 
focus  on  insurance  to  include  new  markets 
such  as  banking  and  investment  firms 

- Health  care — building  on  the  emerging 
trend  of  alliances  being  forged  among 
doctors,  hospitals,  clinics  and  insurance 
companies  to  reduce  costs  and  improve 
quality  of  care 

• Key  technology  issues  being  addressed  by 
CSC  include  client/server,  object-oriented 
programming  and  rapid  application 
development.  About  80%  of  all  CSC’s  new 
commercial  business  is  client/server.  The 
company  has  established  a Center  of 
Excellence  to  support  internal  research  and 
is  expanding  its  new  CSC  CatalystSM 
methodology  to  promote  object-oriented 
programming. 

CSC’s  strategy  for  the  federal  market 

includes: 

• In  the  federal  business  reengineering  area, 
CSC’s  strategies  include: 

- Meeting  with  top  executives  from  the 
major  civil,  defense  and  intelligence 
agencies  to  educate  them  about  what  real 
reengineering  can  do  and  how  it  can  work 
for  them 

- Initiating  reengineering  tasks  at  small  to 
midsized  agencies  where  radical  change 
can  happen  quickly 

- Working  with  existing  and  potential  clients 
to  expand  their  thinking  about  the  value 
CSC’s  reengineering  skills  can  bring 


• In  the  federal  systems  integration  area,  CSC 

strategies  include: 

- Focusing  on  the  best  methodologies,  tools 
and  off-the-shelf  products  to  produce  real 
results  for  clients  better,  faster  and 
cheaper  than  competitors 

- Being  the  experts  in  dealing  with  legacy 
systems 

- Stressing  CSC’s  strong  record  in  winning 
business  across  every  sector  of  the  federal 
marketplace 

- Being  the  company  that  provides  the  best 
value  by  offering  the  full  breadth  of  CSC’s 
skills  and  technologies 

• In  the  federal  professional  services  area, 

CSC’s  strategy  includes: 

- Being  the  company  that  offers  the  broadest 
range  of  support  services 

- Maintaining  CSC’s  lead  as  the  nation’s 
largest  test  range  services  contractor 

- Knowing  customers  and  their  unique  needs 
better  than  any  other  company  in  the 
industry 

• In  the  federal  outsourcing  market,  CSC’s 

strategies  include: 

- Educating  the  marketplace  about  CSC’s 
commercial  success  and  how  this  can  be 
tailored  to  get  results  for  the  government 

- Building  consensus  around  CSC’s 
definition  of  federal  outsourcing  and  its 
approach  to  the  marketplace,  which 
involves  linking  an  agency’s  assorted 
technology-related  contracts  into  a single, 
large  services  agreement  with  guaranteed 
cost  savings 
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- On  a small  scale,  building  some 
demonstrable  successes  over  the  next  year 
in  the  federal  arena  to  showcase  the  kinds 
of  savings  CSC  can  achieve 

- Helping  government  agencies  develop  the 
new  kinds  of  contracting  and  monitoring 
requirements  they  need  to  support  a new 
way  of  doing  business 

Financials 

CSC’s  fiscal  1995  revenue  reached  $3.37 
billion,  a 31%  increase  over  fiscal  1994 
revenue  of  $2.58  billion. 


Computer  Sciences  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

3/31/95 

4/1/94 

4/2/93 

4/3/92 

3/29/91 

Revenue 

$3,372.5 

$2,582.7 

$2,479.8 

$2,113.4 

$1,737.8 

• Percent  change  from 
previous  year 

31% 

4% 

17% 

22% 

16% 

Income  before  taxes 

$173.7 

$149.1 

$128.2 

$109.2 

$102.5 

• Percent  change  from 
previous  year 

16% 

16% 

17% 

7% 

(1%) 

Net  income 

$110.7 

$95.8 

$78.1 

$68.2 

$65.0 

• Percent  change  from 
previous  year 

16% 

(a) 

23% 

15% 

5% 

(1%) 

Earnings  per  share 

$2.09 

$1.86 

$1.55 

$1.37 

$1.34 

• Percent  change  from 
previous  year 

12% 

(a) 

20% 

13% 

2% 

(1%) 

(a)  Includes  a $4.9  million  ($0.09  per  share)  cumulative  effect  of  a change  in  the  method  of  accounting  for 


income  taxes. 


• Net  income  for  fiscal  1995  was  $110.7 
million,  up  22%  over  fiscal  1994  net  income 
of  $90.9  million  (before  the  cumulative  effect 
of  a change  in  the  method  of  accounting  for 
income  taxes).  After  the  change,  net  income 
for  fiscal  1994  was  $95.8  million. 

• In  the  five-year  summary  below,  financials 
include  results  of  businesses  acquired  from 
their  respective  dates  of  acquisition,  as  well 
as  the  results  of  businesses  sold  up  to  the 
date  of  their  divestiture. 


Revenue  growth  for  fiscal  1995  was  due  to 
expansion  of  internal  activities  and 
acquisitions. 

• Revenue  from  the  U.S.  government 
increased  22%  to  $1.49  billion,  led  by  the 
award  of  a NASA  contract  valued  at  $1.1 
billion  over  eight  years  if  all  options  are 
exercised.  The  higher  federal  revenue  also 


includes  the  effect  of  the  acquisition  of  the 
Professional  Services  Group  of  Atlantic 
Research  Corporation  at  the  end  of  the  third 
quarter  of  fiscal  1994.  During  fiscal  1995, 
CSC  was  awarded  federal  contracts  with  a 
value  of  $1.8  billion,  compared  with  $2.0 
billion  the  prior  year. 
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• Commercial  revenue  comprised  56%  of  total 
revenue  for  fiscal  1995.  Domestic 
commercial  revenues  increased  13%  to  $1.17 
billion  in  fiscal  1995,  led  by  large  increases 
in  commercial  outsourcing.  Notable 
outsourcing  contracts  providing  this  revenue 
improvement  were  signed  with  Hughes 
Aircraft  Company,  American  Medical 
Response,  Scott  Paper,  San  Diego  Gas  & 
Electric,  the  Mutual  Life  Insurance 
Company  of  New  York  and  Polaroid. 
Increases  were  offset  by  the  impact  of  the 
New  Jersey  JUA/MTF  contract  expiration. 

• International  revenues  increased  122%  to 
$713  million  for  fiscal  1995.  The  bulk  of  the 
growth  came  from  significant  increases  in 
outsourcing  and  consulting.  International 
clients  adding  to  revenue  include  British 
Aerospace,  Ford  of  Europe,  ICI  Paints  and 
Toyota  of  Belgium. 

During  the  fourth  quarter  of  fiscal  1995,  CSC 
received  $196.3  million  in  proceeds  from  a four 
million  common  share  public  offering. 
Approximately  50%  of  the  proceeds  were 
applied  to  reduce  bridge  financing  used  to 
support  CSC’s  acquisition  of  Ploenzke  AG  and 


the  Hughes  Aircraft  Company  outsourcing 
contract. 

Interim  Results 

Revenue  for  the  nine  months  ending 
December  31,  1995  reached  $3,081.9  million,  a 
31%  increase  over  $2,354.5  million  for  the 
same  period  in  1994.  Net  income  was  $94.1 
million,  a 32%  increase  over  $71.5  million  for 
the  same  period  a year  ago. 

• Federal  revenues,  representing  38%  of  total 
revenue,  rose  9%  to  $1,168.1  million. 

• Domestic  commercial  revenue  rose  38%  to 
$1,118.0  million.  Growth  was  fueled 
primarily  by  domestic  outsourcing  and 
consulting  activities. 

• International  revenue  jumped  68%  to  $795.8 
million,  mainly  due  to  increased  outsourcing 
business  and  the  Ploenzke  AG  acquisition  in 
January  1995. 

Revenue  Analysis  by  Product  / Service 

A three-year  summary  of  source  of  revenue,  as 
reported  by  CSC,  is  shown  below. 


Computer  Sciences  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

3/31/95 

4/1/94 

4/2/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Professional  services 

$1,515 

45% 

$1,136 

44% 

$901 

37% 

Systems  integration 

705 

21% 

697 

27% 

617 

25% 

Outsourcing 

1,153 

34% 

750 

29% 

962 

38% 

Total 

$3,373 

100% 

$2,583 

100% 

$2,480 

100% 
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INPUT  estimates  that  CSC’s  $2.65  billion  in 
fiscal  1995  U.S.  information  services  revenue 
was  derived  approximately  as  follows: 


Professional  services 32% 

Systems  integration 30% 

Systems  operations 30% 

Processing/network  services 6% 

Turnkey  systems 2% 


100% 


Market  Financials 

Approximately  44%  of  CSC’s  fiscal  1995 
revenue  was  derived  from  the  federal 
government  and  56%  from  commercial 
sources.  A three-year  summary  of  source  of 
revenue  by  industry  appears  below. 


Computer  Sciences  Corporation 
Three-Year  Industry  Market  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/3/95 

4/1/94 

4/2/93 

Industry/Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Federal 

- Department  of  Defense 

$823.8 

24% 

$693.2 

27% 

$675.7 

27% 

- NASA 

312.4 

9% 

222.0 

9% 

260.7 

11% 

- Civil  agencies 

353.2 

11% 

308.0 

12% 

318.0 

13% 

$1,489.4 

44% 

$1,223.2 

48% 

$1,254.4 

51% 

Commercial 
- U.S. 

$1,169.8 

35% 

$1,038.5 

40% 

$990.3 

40% 

- International 

713.3 

21% 

321.0 

12% 

235.1 

9% 

$1,883.1 

56% 

$1,359.5 

52% 

$1,225.4 

49% 

Total 

$3,372.5 

100% 

$2,582.7 

100% 

$2,479.8 

100% 

Commercial  revenue  is  derived  from  Fortune 
1000  companies  in  manufacturing,  insurance, 
banking  and  finance,  telecommunications  and 
utilities;  and  the  retail,  wholesale/ 
distribution,  medical  and  services  industries. 

A further  breakdown  of  CSC’s  $1.17  billion  in 
U.S.  commercial  revenue  for  fiscal  1995  is 
estimated  as  follows: 


Industry/Market 

Percent  of 
Revenue 

Manufacturing  and  distribution 

43% 

Banking  and  finance 

16% 

Medical 

12% 

Insurance 

10% 

Telecommunications 

10% 

Other 

9% 

Total 

100% 
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International  revenue  is  derived  from  foreign 
governments,  financial  institutions, 
transportation  companies  and  manufacturers. 

Geographic  Markets 

Approximately  79%  of  CSC’s  fiscal  1995 
revenue  was  derived  from  the  U.S.  and  21% 
from  international  markets.  A three-year 
summary  of  geographic  sources  of  revenue  is 
shown  below. 


Computer  Sciences  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/31/95 

4/1/94 

4/2/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$2,659.2 

79% 

$2,262.0 

88% 

$2,244.7 

91% 

International 

713.3 

21% 

320.7 

12% 

235.1 

9% 

Total 

$3,372.5 

100% 

$2,582.7 

100% 

$2,479.8 

100% 

CSC  maintains  offices  in  more  than  300 
locations  throughout  the  U.S.  and  has 
approximately  575  offices  worldwide. 
Operations  span  the  U.K.,  Belgium,  France, 
Germany,  the  Netherlands,  Canada  and 
Australia. 


Acquisitions 

In  July  1995,  CSC  acquired  the  Oxford 
Consortium,  the  information  services  unit  of 
the  Anglia  and  Oxford  Regional  Health 
Authority. 

• The  Oxford  Consortium,  based  in  the  U.K., 
supports  about  80  surrounding  hospitals 
and  health  care  organizations  with  a range 
of  administrative  services  such  as  finance, 
human  resources,  public  relations  and 
information  technology. 

• Estimated  annual  revenue  from  contracts 
held  by  the  Oxford  Consortium  are  $15 
million.  In  addition  to  taking  over  these 
contracts,  CSC  will  also  acquire  the 
consortium’s  data  center  in  Oxford.  About 
230  employees  specializing  in  health  care 


and  information  technology  services  will 
also  join  CSC. 

• The  new  organization,  based  in  Oxford, 
has  been  named  The  CSC  Oxford 
Consortium. 

In  March  1995,  CSC  acquired  Weston  Group 
of  Westport  (CT),  a consumer  goods 
consulting  firm  specializing  in  business  sales 
and  marketing  strategy.  Weston,  with  44 
employees  and  annual  revenue  of 
approximately  $10  million,  is  now  a national 
practice  in  CSC’s  consulting  and  systems 
integration  unit. 

In  January  1995,  CSC  acquired  a majority 
interest  in  Ploenzke  AG,  Germany’s  largest 
independent  computer  services  firm. 
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• Ploenzke  AG  specializes  in  consulting, 
systems  integration  and  custom  software 
development.  The  company  serves 
commercial  and  public  sector  clients. 

• A key  benefit  of  the  acquisition  is 
Ploenzke’s  strength  in  providing 
implementation  services  for  software 
products  developed  by  SAP. 

• With  annual  revenue  of  $170  million  and  a 
staff  of  1,400  information  technology 
experts,  Ploenzke  AG  has  19  offices 
spanning  Germany.  It  also  has 
subsidiaries  in  Switzerland,  Austria,  Spain 
and  Holland,  which  CSC  will  acquire  as 
part  of  the  agreement. 

In  January  1995,  CSC  acquired  Ouroumoff 
International,  a sister  company  of 
Ouroumoff  Consultants,  which  was  acquired 
by  CSC  in  August  1994. 

• Based  in  Paris,  Ouroumoff  International 
supports  clients  in  Eastern  Europe,  the 
Pacific  Rim  and  South  America.  It 
specializes  in  helping  public  and  private 
sector  clients  plan  the  infrastructure 
needed  to  support  projects  spanning 
telecommunications , manufacturing, 
transportation,  utilities  and  defense. 

• Clients  include  the  World  Bank  and  the 
International  Monetary  Fund,  both  based 
in  Washington,  D.C.,  and  the  European 
Community. 

In  August  1994,  CSC  acquired  Ouroumoff 
Consultants,  one  of  the  top  10  management 
consulting  firms  in  France.  Terms  of  the 
acquisition  were  not  disclosed. 

• Ouroumoff,  with  80  employees  and  annual 
revenue  of  approximately  $18  million, 
specializes  in  business  process 
reengineering,  redesign,  information 


technology  change  management,  logistics, 
quality  management  and  marketing. 

• Services  are  provided  throughout  Europe 
in  various  industry  sectors,  including 
manufacturing,  distribution,  retail, 
utilities  and  government. 

• The  acquisition  expands  CSC’s 
professional  services  offerings  in  Europe. 
CSC’s  revenues  in  France  will  increase  by 
more  than  50%  with  the  acquisition. 

• Ouroumoff s operations  have  been  merged 
into  CSC’s  French  Division. 

In  June  1994,  CSC  acquired  the  remote 
computing  services  business  of  Comdisco’s 
Comdisco  Computing  Services  Corporation. 

• CSC  also  bought  Comdisco’s  remote 
computing  contracts,  valued  at  an 
estimated  $10  million  over  three  years, 
and  is  leasing  Comdisco’s  77,000-square- 
foot  processing  facility  in  Carlstadt  (NJ) 
and  related  hardware. 

• Under  the  terms  of  the  agreement,  CSC  is 
marketing  Comdisco’s  business  continuity 
services,  and  Comdisco  Disaster  Recovery 
Services  markets  CSC’s  item  capture 
service  in  New  York  and  New  Jersey. 

• The  acquisition  strengthens  CSC’s 
outsourcing  presence  in  the  Northeast  and 
positions  the  company  to  pursue  additional 
opportunities  in  the  region.  CSC’s  co- 
marketing  arrangement  with  Comdisco 
demonstrates  CSC’s  goal  to  become  the 
leader  in  item  processing. 

In  June  1994,  CSC  acquired  The  DiBianca- 
Berkman  Group  Inc.  of  Flemington  (NJ),  a 
leader  in  the  practice  of  corporate  cultural 
change  and  executive  alignment  as  it  relates 
to  business  reengineering.  The  private  firm, 
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with  annual  revenue  of  approximately  $8 
million,  is  now  part  of  CSC  Index. 

In  January  1994,  CSC  acquired  the 
Professional  Services  Group  (PSG) — an 
information  technology  company  based  in 
Rockville  (MD) — from  Atlantic  Research 
Corporation,  a unit  of  Sequa  Corporation. 
The  acquisition  added  about  $35  million  to 
CSC’s  federal  business  base;  16  new  CSC 
offices  in  the  Washington,  D.C.  area  and  six 
international  offices  (three  in  Canada,  two  in 
the  U.K.  and  one  in  Greece);  and  core 
capabilities  in  command,  control, 
communications  and  intelligence  and 
information  systems  for  the  Department  of 
Defense,  civil  agencies  of  the  U.S. 
government,  and  international  clients. 

Divestitures 

In  June  1994,  CSC  sold  its  tax  processing 
operations  to  Compucraft  Data  Services  of 
Torrance  (CA). 

Employees 

As  of  April  1995,  CSC  had  approximately 
32,900  employees. 

As  of  October  1995,  CSC  had  approximately 
33,000  employees,  segmented  as  follows: 


Systems  Group 54% 

Industry  Services  Group 7% 

Consulting  Group 7% 

Technology  Management 

Group 12% 

CSC  Europe 16% 

CSC  Australia 3% 

Other 1% 


100% 

Key  Products  and  Services 

CSC’s  services  are  summarized  according  to 
federal  and  commercial  lines  of  business. 


U.S.  Federal  Government  Business 

The  Systems  Group  is  the  company’s 
primary  provider  of  information  systems  and 
services  to  the  federal  government.  Services 
provided  include  systems  engineering  and 
integration,  the  development  of  custom- 
designed  computer-based  systems  and 
communications  systems,  operational 
support  of  clients'  technical  activities, 
clients'  computer  facilities  management  and 
turnkey  system  development. 

The  Systems  Group  consists  of  four  units: 

• The  Integrated  Systems  Division,  based  in 
Moorestown  (NJ),  designs,  implements  and 
integrates  systems  for  office  automation, 
digital  imaging  and  administrative  and 
engineering  support  and  for  military  uses 
such  as  weapons  control,  logistics, 
wargaming,  and  command,  control  and 
communications  (C3I). 

• The  System  Sciences  Division, 
headquartered  in  Calverton  (MD),  provides 
systems  engineering,  analysis,  software 
development  and  end-to-end  integrated 
data  systems  and  services,  primarily  to 
aerospace  clients  such  as  NASA  and  the 
FAA. 

• The  Systems  Engineering  Division, 
headquartered  in  Falls  Church  (VA), 
performs  high-level  technical  management 
projects,  known  as  systems  engineering 
and  technical  assistance  (SETA),  for  the 
government.  The  division  also  performs 
research  and  development  in  systems  and 
software  technologies  and  special  activities 
in  signal  processing,  communications 
systems  and  information  processing.  As  of 
April  1995,  the  division  took  over 
responsibility  for  the  National  Flood 
Insurance  Program  and  the  federal  Black 
Lung  Program,  both  located  in  Lanham 
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(MD),  from  CSC’s  former  Health  and 
Administrative  Services  Division. 

• The  Applied  Technology  Division, 
headquartered  in  Falls  Church  (VA), 
provides  systems  operations  (facilities 
management)  services,  primarily  for 
NASA;  provides  operations  and 
maintenance  services  to  aircraft  and 
weapons  test  centers;  and  provides 
software  development  support  to  federal 
agencies.  This  division,  CSC’s  largest 
business  unit,  has  about  9,000  employees. 

CSC  and  the  National  Computer  Security 
Association  (NCSA)  have  launched  the 
National  INFOSEC  Exchange — a program  to 
promote  the  open  exchange  of  system 
security  information  between  private 
industry  and  the  federal  government. 

Significant  contract  awards  for  the  group 
include  the  following: 

• In  September  1995,  CSC  was  awarded  a 
six -year,  $90  million  contract  to  provide 
software  engineering  services  to  support 
the  Department  of  Defense. 

• In  August  1995,  CSC  was  awarded  an 
eight -year,  $58.1  million  contract  with  the 
Defense  Commissary  Agency.  CSC  will 
team  with  a leading  grocery  chain  to  help 
the  military  modernize  systems  for  more 
than  300  commissaries  worldwide. 

• In  July  1995,  CSC  was  awarded  a five- 
year,  $300  million  task  order  contract  to 
provide  technical  information  systems 
security  applications  to  the  Department  of 
Defense,  along  with  other  federal  agencies 
and  departments. 

• In  July  1995,  CSC  was  awarded  a five- 
year,  $21.3  million  contract  to  provide 
engineering  and  program  management 


support  to  the  U.S.  Space  and  Naval 
Warfare  Systems  Command  in  Arlington 
(VA). 

• In  June  1995,  CSC  was  named  one  of  12 
vendors  to  provide  information  processing 
support  services  to  the  Department  of  the 
Treasury  and  other  Treasury  bureaus. 
CSC’s  share  of  the  five-year  task  order 
contract  is  $200  million.  CSC  will  provide 
information  systems,  engineering, 
telecommunications  and  security  services 
to  help  the  IRS  move  from  mainframe, 
paper-based  systems  to  new  distributed 
workstations. 

• In  June  1995,  a joint  venture  headed  by 
CSC  was  awarded  a five-year,  $460  million 
contract  to  operate  the  computer  center, 
supporting  management  information 
systems  and  providing  environmental 
services,  at  the  Air  Force  Arnold 
Engineering  Development  Center  in 
Tullahoma  (TN).  Other  members  of  the 
joint  venture  include  DynCorp  in  Reston 
(VA)  and  General  Physics  Corp.  in 
Columbia  (MD). 

• In  May  1995,  CSC  was  selected  by 
Lockheed  to  provide  computer  support  and 
upgrades  to  the  Aegis  Combat  Weapons 
System  and  other  Navy  Aegis  programs. 
CSC  will  provide  computer  program 
design,  coding,  integration,  support  and 
testing  of  Aegis  upgrades,  combat  system 
requirements  and  critical  experiments. 

The  contract  is  a continuation  of  work  CSC 
has  performed  in  support  of  the  Aegis 
program  for  25  years. 

• In  April  1995,  CSC  was  awarded  a 
subcontract  by  DynCorp  to  perform  data 
processing  and  software  development  for 
DynCorp  in  support  of  the  Department  of 
Energy’s  Office  of  Information 
Management  in  Germantown  (MD). 
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• In  March  1995,  CSC  was  awarded  a five- 
year,  $67.7  million  contract  by  NASA  to 
provide  engineering  support  services  at 
NASA’s  Wallops  Flight  Facility  in  Virginia. 
CSC  has  supported  the  facility  since  1970. 

• In  March  1995,  CSC  was  awarded  a five- 
year,  $24.8  million  contract  to  provide 
systems  engineering  and  integration 
services  for  the  Navy’s  Operations  Support 
System  (OSS)  development  program. 

• In  January  1995,  CSC  was  awarded  a 
seven-year,  $21.3  million  contract  to 
provide  computer  system  and  software 
integration  development  and  support  for 
marine  safety  and  law  enforcement 
missions  for  the  U.S.  Coast  Guard. 

• In  December  1994,  CSC  was  awarded  a 
five-year,  $58.1  million  contract  with  the 
Health  Care  Financing  Administration 
(HCFA)  to  provide  facility  management 
services  to  support  the  operation  of 
Medicare  and  Medicaid  programs. 

• In  August  1994,  CSC  was  awarded  a four- 
year,  $157  million  contract  by  the  General 
Services  Administration  (GSA)  to  provide 
business  and  scientific  support  to  dozens  of 
federal  agencies  in  13  midwestem  and 
southeastern  states  that  use  GSA  as  a 
central  resource  for  computer  services. 

• In  July  1994,  CSC  was  awarded  a five- 
year,  $38  million  contract  with  the  U.S. 
Navy  to  provide  networking  and  computer 
support  for  financial  and  management 
systems  for  the  Navy’s  research 
laboratory. 

• In  May  1994,  CSC  was  awarded  a five- 
year,  $94  million  contract  with  the  DoD  to 
provide  modeling  and  simulation  tools  to 
help  the  Joint  Staff  and  Unified  and 


Specified  Commands  test  and  assess 
different  wartime  contingency  plans. 

• In  May  1994,  CSC  was  awarded  an  eight- 
year,  $1.1  billion  contract  with  NASA  to 
provide  information  systems  support  at  the 
NASA  Marshall  Space  Flight  Center  in 
Huntsville  (AL). 

• In  March  1994,  CSC  was  awarded  a five- 
year,  $97.5  million  contract  with  the  U.S. 
Navy  to  provide  systems  engineering  and 
software  support  to  the  Navy’s  Aegis 
combat  weapons  program. 

• In  November  1993,  an  industry  team 
headed  by  CSC  was  awarded  one  of  six 
Defense  Technical  Integration  Services 
(DTIS)  contracts  by  the  Defense 
Information  Systems  Agency  (DISA). 

- The  contracts  provide  the  tools  to  move 
the  DoD  and  other  government  agencies 
into  a multitiered,  open  systems 
environment.  The  contracts  were 
awarded  for  one  year,  with  six  one-year 
extension  options,  and  have  a combined 
maximum  value  of  $935  million. 

- CSC,  leading  a team  of  17 
subcontractors,  will  perform  about  70% 
of  the  work  on  its  contract. 

• In  July  1993,  CSC  was  awarded  a seven- 
and-one-half-year,  $200  million  contract  to 
operate  and  maintain  NASA’s  Langley 
Central  Scientific  Computing  Complex  in 
Hampton  (VA).  CSC  has  supported  NASA 
Langley  for  more  than  20  years  and  has 
been  a NASA  contractor  for  more  than  30 
years. 

• In  July  1993,  CSC  was  awarded  a six-year, 
$566  million  contract  to  provide  range 
technical  services  to  the  Air  Force  Eastern 
Range  at  Patrick  Air  Force  Base  in  Cocoa 
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Beach  (FL)  through  a joint  venture  with 
Raytheon. 

• In  June  1993,  CSC  was  awarded  a four- 
year,  $50  million  contract  to  continue 
processing  health  claims  and  disability 
benefits  for  the  U.S.  Department  of  Labor’s 
Federal  Black  Lung  Program. 

• CSC  has  provided  statistical  support 
services  for  the  Federal  Emergency 
Management  Agency’s  (FEMA)  National 
Flood  Insurance  Program  since  1983.  In 
May  1993,  CSC  was  awarded  a five-year, 
$48.6  million  renewal  contract  from 
FEMA. 

• In  April  1993,  CSC  was  awarded  a 10-year, 
$400  million  contract  by  the  Bureau  of 
Land  Management  to  provide  a new 
Automated  Land  and  Mineral  Record 
System. 

• In  April  1992,  CSC  was  awarded  an  eight- 
year,  $575  million  contract  by  the  U.S.  Air 
Force  to  provide  engineering  and 
instrumentation  in  support  of  flight  testing 
and  training  programs  and  maintenance 
and  operation  of  data  collection  and 
processing  systems  at  the  Edwards  Flight 
Test  Center  and  Utah  Test  and  Training 
Range,  plus  associated  remote  locations. 

CSC  is  a member  of  the  AT&T  team  selected 
in  December  1988  to  replace  the  federal 
government’s  current  telecommunications 
system.  Known  as  FTS  2000,  the  program 
provides  government  agencies  with  an 
integrated  system  for  voice,  data  and  video 
services.  CSC  is  providing  a billing  system 
for  FTS  2000.  CSC’s  Consulting  Group  is 
engaged  in  the  FTS  2000  program. 


U.S.  Commercial  Business 

CSC’s  services  to  domestic  commercial 
clients  are  provided  primarily  through  the 
Consulting  Group,  CSC  Index,  the  Industry 
Services  Group  and  the  Technology 
Management  Group. 

Consulting  Group 

The  Consulting  Group  provides  systems 
integration,  requirements  analysis,  system 
design,  software  development,  system 
engineering,  communications  system 
engineering  and  facilities  management  for 
nonfederal  organizations  worldwide.  These 
activities  are  performed  by  two 
units — Consulting  & Systems  Integration 
and  Communications  Industry  Services. 

Consulting  & Systems  Integration,  based  in 
Waltham  (MA)  with  1,900  employees, 
combines  strong  industry  expertise  with 
deep  technology  capabilities  to  help  Fortune 
1000  companies  solve  critical  business 
problems.  It  also  supports,  through  CSC 
Logic  and  CSC  Healthcare  Systems,  the 
financial  services  and  health  care  industries. 

• The  unit  provides  services  in  three  broad 
areas — management  consulting,  systems 
integration  and  technology  consulting. 

- Management  consulting  services  include: 

• Industry  consulting 

• Business  process  redesign 

• Change  management 

■ IT  planning  and  strategy 

• TQM/business  process  improvement 

• Technical  architecture  development 

• Business  architecture  development 
- IT  reengineering 


Page  1 4 of  24 


©INPUT  1996.  Reproduction  prohibited. 


Computer  Sciences  Corporation 
February  1996 


INPUT  Vendor  Profile 


- Systems  integration  services  include: 

• Project  and  program  management  and 
implementation 

• Conversion  and  migration  planning 

• Package  evaluation,  selection  and 
implementation 

• Legacy  system  migration 

• Software  reengineering 

• Transitional  outsourcing 

- Technology  consulting  services  include: 

• Database  consulting 

• Performance  engineering 

• Network  architecture  and  design 

• Systems  architecture  and  design 

• Systems  management 

• Application  maintenance  outsourcing 

• Staff  support 

• The  unit  serves  a range  of  industries, 
including  consumer  goods,  distribution  and 
logistics,  financial  services,  manufacturing, 
pharmaceuticals,  retail, 
telecommunications  and  utilities.  CSC 
Consulting  also  serves  state  and  local 
governments. 

• Two  organizations  within  Consulting  & 
Systems  Integration  (CSC  Logic  and  CSC 
Healthcare  Systems)  also  serve  the 
financial  services  and  health  care 
industries. 

- CSC  Logic,  Inc.,  with  250  employees, 
provides  systems  operations,  processing 
services  and  applications  software 
products  for  the  administration  of  life 
and  disability  insurance  for  credit  loans 
and  mortgages,  collateral  protection 
insurance  and  insurance  for  automobile 
manufacturers'  warranties. 

• The  majority  of  CSC  Logic’s  business  is 
from  full  administration  (systems 


operations)  services,  followed  by 
processing  services  and  software 
licensing.  CSC  Logic’s  CALS-II 
software  is  available  for  IBM  and 
compatible  mainframes  and 
microcomputers  and  through  CSC 
Logic’s  data  center  in  Dallas. 

• CSC  Logic  is  participating  in  a $39.7 
million,  three-year  contract  from  the 
Resolution  Trust  Corporation  to 
provide  processing  and  asset 
management  services  for  assets  of 
failed  thrifts  in  Texas,  Louisiana  and 
Mississippi. 

• In  September  1995,  CSC  was  awarded 
a seven-year,  $35  million  contract  with 
First  National  Bank  of  Chicago  to 
support  the  bank’s  reengineering 
efforts  and  establish  common  systems 
to  support  its  financial  reporting 
operations. 

• CSC  Logic  currently  has  approximately 
100  clients,  including  insurance 
companies,  financial  institutions  and 
financial  subsidiaries  of  automobile 
manufacturers . 

- CSC  Healthcare  Systems,  Inc.,  with  860 
employees,  provides  outsourcing,  systems 
integration  and  software  products  for  the 
managed  care  health  care  environment. 
This  unit  also  performs  all  work  with  the 
New  York  State  Department  of  Social 
Services — and  all  related  health  care 
work — that  was  provided  by  the  former 
Health  and  Administrative  Services 
Division. 

• Software  products  provided  through 
CSC  Healthcare  Systems  are  primarily 
focused  on  managed  care  and  include 
the  following: 
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Managed  Health  Care  (MHC)  is  a 
UNIX-based  managed  care  claims  and 
administration  system.  The  target 
market  for  MHC  is  HMOs,  IPAs,  Local 
Delivery  Systems,  PHOs  and  Prepaid 
Group  Practices.  There  are  more  than 
120  MHC  installations  in  40  states. 

Managed  Health  Care  Information 
Systems  (MHS)  is  an  IBM  mainframe 
and  AS/400-based  managed  care  claims 
and  administration  system  for 
managed  care  organizations.  There  are 
more  than  60  MHS  installations. 

Ambulatory  Care  Group  Case  Mix 
System  (ACG)  is  a case-mix 
methodology  developed  at  Johns 
Hopkins  University  for  which  CSC 
Healthcare  Systems  is  the  exclusive 
distributor.  The  ACG  system  can  be 
used  to  compare  providers,  develop 
group  rates  for  health  care  services  and 
forecast  the  demand  for  care. 

Focal  Point™ Decision  Support  System 
is  a data  management  and  analysis  tool 
that  provides  access  to  medical 
utilization  and  cost  information. 

- Recent  health  care-related  outsourcing 

contracts  include  the  following: 

■ In  July  1995,  CSC  was  awarded  a five- 
year,  $160  million  contract  with 
National  Health  Services  of  Scotland  to 
provide  information  management 
services  to  the  country’s  hospitals. 

• July  1994,  CSC  was  awarded  a seven- 
year,  $55  million  outsourcing  contract 
with  American  Medical  Response,  a 
leading  provider  of  emergency  pre- 
hospital medical  care  and  general 
ambulance  services,  to  develop  and 
maintain  a system  and  national 


network  that  will  manage  the 
company’s  claims  processing,  billing 
and  receivables  operation. 

• In  June  1994,  CSC  was  awarded  a 
contract  with  the  Joint  Commission  on 
Accreditation  of  Healthcare 
Organizations  to  receive,  store  and 
process  data  for  the  Joint  Commission’s 
Indicator  Measurement  System,  a 
national  reference  database  designed 
to  measure  hospital  performance, 
stimulate  improvement  in  patient  care 
and  eventually  generate  “report  cards” 
on  quality  for  consumers  and 
purchasers  of  health  care. 

• In  December  1994,  CSC  signed  a five- 
year  contract  with  United  Healthcare 
Corp.  to  process  health  care  claims  for 
the  United  Mine  Workers  of  America 
Combined  Benefit  Fund. 

■ Since  1986,  CSC  has  acted  as  fiscal 
agent  for  the  New  York  State 
Department  of  Social  Services’ 
Medicaid  program. 

• In  September  1995,  CSC  was  awarded  a 
contract  with  Holiday  Inn  to  provide  a 
sales  force  automation  system  to 
streamline  the  hotel  chain’s  corporate  and 
group  sales  process. 

• In  February  1995,  CSC  was  awarded  a 
four-year,  $100  million  contract  with  BhS, 
a clothing  and  accessories  retailer,  to 
provide  systems  integration  services  based 
on  recommendations  made  by  CSC  Index 
to  increase  profits  and  speed  the  time  it 
takes  to  get  products  to  customers. 

• CSC  has  had  a continuous  contractual 
relationship  with  AT&T  for  over  20  years. 
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• In  February  1994,  CSC  Consulting  was 
awarded  a ten-year  subcontract  with  Fleet 
Financial  Group  to  help  redesign  and 
streamline  existing  tax  processes  and 
develop  a new  income  tax  processing 
system  for  the  state  of  New  York. 

CSC  Impact  provides  information  technology 
services  primarily  to  business  and  corporate 
information  technology  executives. 

• Services  are  delivered  in  three  primary 
areas: 

- Helping  organizations  reposition  their 
information  technology  activities  in 
support  of  business  reengineering 
initiatives 

- Delivering  assessment  and  planning 
support  so  that  senior  information 
systems  and  business  executives  can 
more  closely  align  technology 
investments,  structure  and  management 
practices  with  strategic  business 
objectives 

- Identifying  innovations  in  information 
technology  that  businesses  can  use  to 
exploit  new  markets  or  improve  internal 
operations. 

Communications  Industry  Services  (formerly 
CSC  Intelicom  Inc.)  is  based  in  Bethesda 
(MD)  and  specializes  in  products  and 
services  to  telecommunications  firms.  With 
600  employees,  the  unit  provides 
applications  software  products  and 
associated  support  services  to  the  regional 
Bell  operating  companies,  major 
independents  and  interexchange  carriers  in 
North  America  and  Europe. 

• CSC  also  markets  ISIS™,  a billing  and 
administrative  support  system  for  the 
wireless  communications  market, 


including  cellular,  GSM  cellular,  PCNs  and 
paging  applications.  ISIS  runs  on  a range 
of  systems,  from  PCs  to  mainframes. 

• TRIS+™,  acquired  in  August  1992  with 
Banklllinois  Company,  is  a wireless  billing 
system  for  midsized  cellular  carriers  that 
runs  on  a distributed  basis. 

• NetCharge™  is  a billing  system  for 
wireline  providers. 

• In  September  1995,  CSC  was  awarded  a 
five-year,  $50  million  contract  to  provide 
enhanced  fax  services  to  support  U S 
WEST  residential  and  business  customers. 
CSC  will  also  oversee  business  operations, 
customer  service,  billing  and  technology 
development. 

• In  July  1995,  CSC  was  awarded  a three- 
year,  $26  million  contract  with  BellSouth 
to  install  a work  force  management  system 
to  support  BellSouth’s  field  technicians. 

• In  November  1994,  CSC  announced  a five- 
year,  $50  million  contract  with  Grupo 
Iusacell,  Mexico’s  leading  cellular  phone 
company,  to  provide  wireless  billing  and 
administration  services. 

• In  March  1994,  CSC  announced  a two-year 
plan  to  build  OpercBASE™ — the  first  open 
systems  platform  to  support  billing  and 
administration  tasks  in  the 
telecommunications  arena.  CSC  has 
alliances  with  HP,  AT&T  Global 
Information  Solutions,  DEC,  Oracle  and 
Ingres  (Computer  Associates)  to  support 
the  effort. 

• In  March  1994,  AT&T’s  Network  Systems 
Group  chose  CSC  to  provide  billing  and 
business  management  systems  and  related 
services  to  support  wireless  and  wireline 
telecommunications  providers  worldwide. 
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The  agreement  is  expected  to  create 
revenue  for  CSC  of  more  than  $60  million 
over  the  next  three  years. 

• In  August  1994,  CSC  Intelicom  was 
awarded  a contract  with  Qatar  Public 
Telecommunications  Corp.  to  provide 
wireless  billing  and  administration 
systems  in  the  Middle  East.  The  contract 
is  initially  valued  at  $2  million  for 
implementation  of  CSC’s  ISIS  wireless 
billing  system. 

• In  March  1993,  CSC  signed  a marketing 
agreement  with  Davox  Corp.  (Billerica, 
MA),  which  specializes  in  integrated 
inbound/outbound  calling  systems. 

• In  November  1993,  CSC  was  awarded  a 
four-year,  $25  million  contract  from  Nextel 
Communications,  Inc.  to  develop  a 
business  management  system  that 
streamlines  the  way  cellular  customers  are 
billed. 

CSC  Artemis  markets  the  Artemis  project 
management  software  product  line,  which 
was  acquired  by  CSC  from  Lucas  Industries 
in  June  1995. 

Enterprise  CALS  (ECALS),  announced  in 
December  1992,  is  the  first  structured  global 
information  management  system  that  allows 
users  throughout  a business  organization  to 
share  information,  regardless  of  the 
platforms,  operating  systems  or  databases 
involved.  The  product  is  designed  to  support 
companies  seeking  to  simplify  and  speed  the 
process  of  bringing  a product  and/or  service 
to  market  and  will  be  an  important  system 
component  for  reengineering  organizations. 

CSC  Index 

CSC  Index,  Inc.,  based  in  Cambridge  (MA) 
with  750  employees,  is  an  international 
management  consulting  firm  that  assists 


corporations  in  achieving  dramatic 
improvements  in  their  operations  and 
financial  performance.  CSC  Index  pioneered 
the  business  reengineering  approach. 

CSC  Index  focuses  on  three  main  disciplines: 
business  strategy  and  operations, 
information  technology,  and  change 
management. 

• Business  strategy  and  operations  includes: 

- Formulating  business  strategies 

- Redesigning  management  and 
operational  processes  to  achieve  goals 

- Developing  new  approaches  for  working 
with  suppliers  and  customers  to  improve 
speed  and  service 

• Information  technology  consulting 

includes: 

- Identifying  opportunities  for  information 
technology  to  enable  new  strategic 
initiatives  to  be  taken 

- Developing  approaches  for  the 
competitive  application  of  information 
technology 

• Change  management  consulting  includes: 

- Assessing  and  developing  human 
resources  to  meet  business  needs 

- Building  a clear  understanding  of  and 
commitment  to  required  business 
changes 

- Creating  and  implementing  new 
structures  for  the  systems  organization 
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• In  its  business  reengineering  work,  CSC 
Index  draws  on  all  three  of  the  disciplines 
described  above. 

• Index  works  primarily  for  the  Fortune  500 
manufacturing  and  service  companies  in 
the  U.S.  and  the  Financial  Times  500  in 
Europe.  The  firm  has  assisted  19  of  the  25 
largest  U.S.  corporations. 

CSC  Research  and  Advisory  Services,  based 
in  Cambridge  (MA),  is  a management 
education  service  whose  sponsors  include 
more  than  700  of  the  world’s  largest 
organizations.  Executive  programs  are 
offered  on  strategy,  reengineering, 
technology  management,  organizational 
change  and  other  topics. 

CSC  Credit  Services 

CSC  Credit  Services,  based  in  Houston  (TX), 
has  1,400  employees  and  is  a major  supplier 
of  consumer  credit  reports  and  account 
management  services  to  thousands  of  credit 
grantors  nationwide. 

• As  the  result  of  an  agreement  formed  with 
Equifax  during  1988,  credit  report 
processing  is  furnished  through  Equifax’s 
credit  operations. 

- CSC  has  converted  its  more  than  110 
million  consumer  credit  files  to  Equifax’s 
computer  system  to  create  a joint 
national  consumer  credit  file  from  which 
both  companies  can  sell  reports  from 
each  other’s  files  to  credit  grantors,  with 
Equifax  performing  the  processing.  This 
joint  credit  file  provides  nationwide 
credit  grantors  with  a single  source  of 
credit  information,  instead  of  having  to 
deal  with  multiple  sources  on  a local  or 
regional  basis. 

- CSC  Credit  Services  continues  to  own  its 
credit  files  and  receives  all  revenues  from 


the  sale  of  the  credit  information  they 
contain.  CSC  pays  Equifax  a processing 
fee  for  each  report  supplied  to  a credit 
grantor. 

• CSC  continues  to  own  and  operate  38 
credit  bureaus.  CSC  Credit  Services  also 
owns  28  collection  agencies  and  provides 
all  processing  services  for  the  collection 
agencies. 

• CSC  Credit  Services  is  also  a leader  in 
supporting  the  federal  government  in  the 
collections  arena.  Since  1987,  it  has 
provided  collections  services  to  the  General 
Services  Administration;  it  also  supports 
the  Department  of  Education,  collecting 
unpaid  student  loans  for  its  Western  and 
Midwestern  regions. 

• CSC  Enterprises,  formed  in  December 
1990,  is  a general  partnership  between 
CSC,  Equifax  and  Merel  Corporation  that 
operates  CSC’s  credit  services  operations 
and  carries  out  other  business  strategies 
through  acquisition  and  investments. 

The  Technology  Management  Group 
Through  the  Technology  Management 
Group,  CSC  provides  a range  of  outsourcing 
services,  including  systems  analysis, 
applications  development,  network 
operations  and  data  center  management 
(systems  operations)  to  commercial  clients. 

Contract  examples  include  the  following: 

• In  September  1995,  CSC  was  awarded  a 
seven-year,  $200  million  to  $300  million 
contract  with  James  River  to  manage  and 
enhance  the  information  technology 
operations  of  James  River’s  North 
American  consumer  products  division  and 
corporate  headquarters. 
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• In  July  1995,  CSC  was  awarded  a ten- 
year,  $50  million  outsourcing  contract  with 
The  Standard  Register  Company.  CSC 
will  acquire  and  manage  data  center,  PC 
desktop  and  data  communications 
operations  at  Standard  Register’s  Dayton 
headquarters. 

• In  July  1995,  CSC  was  awarded  a five- 
year,  $32  million  outsourcing  contract  with 
Service  Corporation  International,  a 
Houston-based  funeral  service 
organization. 

• In  July  1995,  CSC  was  awarded  a ten- 
year,  $300  million  outsourcing  contract 
with  Anglian  Water,  one  of  the  largest 
water  services  companies  in  the  U.K.  CSC 
is  managing  all  of  Anglian’s  information 
technology  operations,  including 
mainframes,  desktop  computing,  networks 
and  software  applications.  In  addition, 
CSC  is  supplying  long-range  strategic 
consulting  and  systems  integration 
services  to  help  Anglian  migrate  to  a 
distributed,  client/server  architecture. 

• In  July  1995,  CSC  was  awarded  a ten- 
year,  $60  million  outsourcing  contract  with 
John  Menzies  Retail,  a chain  of  bookstores 
and  magazine  outlets  in  the  U.K.  CSC  will 
acquire  and  manage  a data  center  in 
Edinburgh  and  provide  services  ranging 
from  strategic  planning  to  mainframe  and 
desktop  management. 

• In  June  1995,  CSC  was  awarded  a ten-year 
outsourcing  contract  with  Guinness 
Brewing  Great  Britain  (GBGB).  CSC  will 
acquire  GBGB’s  information  technology 
assets,  including  computers,  local-area 
networks  and  software,  and  will  maintain 
and  operate  GBGB’s  data  center,  including 
midrange  operations,  applications 
development  and  desktop  services. 


• In  June  1995,  CSC  was  awarded  a seven- 
year,  $200  million  contract  to  provide 
outsourcing  services  to  Southern  New 
England  Telecommunications  (SNET) 
Corporation.  CSC  will  manage  SNET’s 
mainframe  and  midrange  computing 
systems.  As  part  of  the  pact,  CSC  will 
purchase  SNET’s  100,000-square-foot  data 
center  in  Meriden  (CT)  and  will 
consolidate  a second  SNET  data  center  in 
New  Haven  with  the  Meriden  center. 

• In  June  1995,  CSC  was  awarded  a ten- 
year,  $750  million  outsourcing  contract 
with  Lucas  Industries  PLC.  CSC  will 
acquire  the  management  consultancy 
Lucas  Engineering  & Systems  and  the 
Lucas  Management  Systems  project 
management  software  business,  as  well  as 
Lucas’  information  technology 
infrastructure,  including  mainframes, 
midrange  servers,  desktops,  local-  and 
wide-area  networks  and  a range  of 
applications. 

• In  March  1995,  CSC  was  awarded  a three- 
year,  $3  million  outsourcing  contract  with 
Grossman’s  home  improvement  centers. 

• In  March  1995,  CSC  was  awarded  a ten- 
year  outsourcing  contract  with  United 
Distillers. 

• In  February  1995,  CSC  was  awarded  a 
five-year,  $9  million  outsourcing  contract 
with  Toyota  Belgium. 

• In  January  1995,  CSC  was  awarded  a five- 
year,  $50  million  outsourcing  contract  with 
the  European  division  of  ICI  Paints. 

• In  January  1995,  CSC  was  awarded  an 
eight-year,  $1.5  billion  outsourcing 
contract  with  Hughes  Aircraft  to  take  over 
mainframes,  desktop  computers, 
telecommunications  and  applications  work. 
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CSC  acquired  most  of  Hughes  Aircraft’s 
information  technology  operations,  along 
with  1,200  employees. 

• In  January  1995,  CSC  was  awarded  a 10- 
year,  $50  million  outsourcing  contract  with 
Autoglass — the  U.K.’s  leading  supplier  of 
replacement  windshields.  CSC  will  help 
Autoglass  revamp  its  customer  services 
system,  in  addition  to  managing  its  data 
center  operations  and  overseeing 
applications  development  and 
maintenance,  data  networks  and  desktops 
that  support  200  branch  offices  spanning 
the  U.K. 

• In  January  1995,  CSC  was  awarded  a 
three-year  contract  with  Inland  Revenue 
to  provide  desktop  computing  equipment 
and  services  to  support  the  agency’s  offices 
across  the  U.K. 

• In  January  1995,  CSC  was  awarded  a five- 
year,  $10  million  outsourcing  contract  with 
Polaroid  Corporation.  CSC  will  acquire 
and  manage  all  of  Polaroid’s  IBM 
mainframe  systems  supporting  its  North 
American  and  European  operations.  CSC 
will  manage  these  systems  from  its 
Norwich  (CT)  data  center,  providing 
mainframe  operations,  technical  support 
and  network  management. 

• In  November  1994,  CSC  was  awarded  a 
one-year,  $30  million  contract  with  Scott 
Paper  Company  of  Philadelphia  (that  has 
since  been  extended  through  1996), 
whereby  CSC  will  assume  responsibility 
for  all  Scott  Paper’s  domestic  MIS 
operations,  supporting  central  computing 
and  manufacturing  and  development  of 
new  systems.  Scott’s  data  center  activities 
will  be  transferred  to  a CSC  data  center  in 
Carlstadt  (NJ). 


• In  November  1994,  CSC  was  awarded  a 
ten-year  contract  by  San  Diego  Gas  & 
Electric  (SDG&E)  to  provide  mainframe 
processing  and  operations  support  to 
SDG&E,  a leading  West  Coast  utility.  In 
June  1995,  CSC  was  awarded  an 
additional  three-year  contract  to  maintain 
and  upgrade  all  of  SDG&E’s  desktop 
operations,  providing  new  hardware  and 
software  in  addition  to  help-desk,  local- 
area  network  and  Internet  access  support. 

• In  October  1994,  CSC  was  awarded  a 
seven-year,  $210  million  contract  by 
Mutual  Life  Insurance  Company  of  New 
York  (MONY)  whereby  CSC  will  oversee 
all  of  MONY’s  information  technology 
operations  and  provide  business 
reengineering  services  along  with 
developing  new  applications.  The  two 
companies  will  also  pool  their  skills  to 
launch  an  “Insurance  Technology  Center” 
to  develop  and  market  new  technology 
products  and  services  to  the  life  insurance 
industry. 

• In  1991,  CSC  and  General  Dynamics 
Corporation  formed  a 10-year  agreement 
under  which  CSC  will  provide  systems 
operations  services  to  General  Dynamics’ 
aerospace  and  defense  units. 

- CSC  paid  General  Dynamics 
approximately  $184  million  for  facilities, 
equipment,  software  and  services. 

- The  contract  generated  revenues  to  CSC 
of  $350  million  in  fiscal  1994  and  $370 
million  in  fiscal  1993. 

- General  Dynamics  had  data  centers  in 
Norwich  (CT),  Fort  Worth  (TX)  and  San 
Diego  (CA),  and  another  28  service  sites 
around  the  country.  These  facilities  and 
approximately  2,500  employees  of 
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General  Dynamics  Data  Systems  joined 
CSC. 

- General  Dynamics  has  divested  four 
businesses  included  under  the  contract. 
CSC  has  negotiated  agreements  for 
services  with  all  four  organizations. 

The  Technology  Management  Group  also 
provides  outsourcing,  laser  printing  and 
disaster  recovery  services. 

• CSC  maintains  data  centers  in  North 
Carolina,  Massachusetts,  Pennsylvania 
and  Ohio. 

• In  June  1994,  CSC  acquired  Comdisco’s 
remote  computing  contracts,  valued  at  an 
estimated  $10  million  over  three  years.  As 
part  of  the  agreement,  CSC  will  market 
Comdisco’s  business  continuity  services. 

In  turn,  Comdisco  will  market  CSC’s  item 
capture  service  to  customers  in  the  New 
York/New  Jersey  metropolitan  area. 

• In  June  1993,  CSC  was  awarded  a five- 
year,  $2.3  million  contract  to  support 
NationsBank’s  10  item  processing  centers 
in  the  event  of  a disaster. 

• In  April  1992,  CSC  was  awarded  a ten- 
year  systems  operations  contract  with  WCI 
Steel,  Inc.  of  Warren  (OH).  The 
agreement — estimated  to  bring  CSC 
revenues  of  $64  million  over  the  life  of  the 
contract — calls  for  CSC  to  take  over  leases 
valued  at  about  $2.5  million  for  all 
hardware  used  in  WCI  Steel’s  facility  and 
51  WCI  employees. 

The  Outsourcing  Marketing  Division  is 
responsible  for  marketing  CSC’s  outsourcing 
resources  in  the  commercial  marketplace. 


International  Business 

CSC’s  European  operations  provide 
consulting,  software  development  and 
systems  integration  services  to  national  and 
transnational  clients,  primarily  in  Belgium, 
France,  Germany,  the  Netherlands  and  the 
U.K.  Contract  examples  include  the 
following: 

• In  May  1994,  CSC  was  awarded  a three- 
year,  $37  million  contract  with  Belgacom 
to  develop  a new  billing  system  and 
related  support  systems  for  Belgium’s 
state-owned  telephone  company.  Teaming 
with  CSC  on  the  project  will  be  AT&T 
(which  will  provide  NCR  hardware  to 
support  the  new  system)  and  Coopers  & 
Lybrand  (which  will  oversee  the  quality 
assurance). 

• In  March  1994,  CSC  was  awarded  a ten- 
year,  $1.5  billion  contract  with  British 
Aerospace  (BAe)  that  calls  for  CSC  to  be 
BAe’s  strategic  partner  in  providing 
information  technology  services  to  support 
its  aerospace  and  defense  businesses. 

- CSC  is  overseeing  the  development, 
maintenance  and  operation  of 
applications  data  centers,  networks  and 
distributed  computing  across  BAe 
aerospace  and  defense  units. 

- As  part  of  the  agreement,  CSC  is  to  pay 
BAe  $112  million  for  its  existing 
information  technology  resources, 
including  facilities,  equipment  and 
software.  In  addition,  about  1,500  BAe 
employees  are  transferring  to  CSC. 

- A new  CSC  division  called  Aerospace 
Systems  Division  has  been  created  to 
manage  the  contract. 

• In  January  1994,  CSC  was  awarded  a five- 
year,  $100  million  contract  with  Ford  of 
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Europe  Parts  & Services  whereby  CSC  will 
oversee  the  majority  of  information 
technology  functions  within  Ford  Parts  & 
Services  Operations,  which  spans  all  of 
Europe. 

• In  November  1993,  CSC  was  awarded  a 
five-year,  $90  million  outsourcing  contract 
with  RAET — one  of  the  top  three 
information  technology  services  companies 
in  the  Netherlands — to  acquire  and 
manage  RAET’s  computer  center,  and  will 
provide  information  technology  services  to 
both  RAET  and  its  clients. 

• In  February  1993,  CSC  was  awarded  an 
11-year  outsourcing  contract  estimated  at 
between  $150  million  and  $200  million 
with  BhS — a leading  retailer  based  in  the 
U.K. — to  manage  BhS’  information 
technology  requirements  and  take  over  a 
data  center  and  network  connecting  136 
retail  stores. 

Data  Centers 

The  Technology  Management  Group 
operates  three  data  centers  in  San  Diego,  Ft. 
Worth  and  Norwich  that  operate  numerous 
computer  systems,  including  the  following: 

• IBM  3090,  3084,  3081,  4361,  4381,  9221 

• Amdahl  5990  5995 

• Cray  XMP-28 

• CYBER  180-855 

• Convex  C210 

• DEC,  IBM,  HP,  NCR,  Harris,  Tandem, 
Stratus  and  other  midrange  systems 

• Sun,  HP,  DEC  and  other  workstations 

CSC  Credit  Services’  data  center  in  Houston 
uses  IBM  4381,  DEC  VAX  8650  and  DEC 
VAX- 11/785  systems. 

The  Systems  Engineering  Division  has  an 
Amdahl  5870  installed  in  Lanham  (MD)  for 


claims  processing  and  related  insurance 
functions. 

CSC  TACS  has  an  IBM  4081  installed  in  Los 
Angeles. 

CSC  Logic,  Inc.  has  an  IBM  3090-200E, 
MVS/ESA  installed  in  Dallas. 

In  support  of  its  research  and  development 
efforts  in  software  engineering, 
supercomputing  and  other  fields,  CSC’s 
Systems  Group  at  Falls  Church  (VA) 
operates  several  laboratories  that  evaluate 
equipment  lent  by  manufacturers. 
Company-owned  equipment  at  this  location 
includes  a Relational  1000  and  a DEC 
MicroVAX  II. 

Alliances 

CSC  has  alliances  with  a range  of  vendors 
for  different  projects,  including  Wang, 
Siemens-Nixdorf,  Oracle,  Hewlett-Packard 
and  Sun  Microsystems. 

In  September  1995,  CSC  was  named  the 
first  independent  provider  of  SAS  Institute 
software  and  consulting  services. 

Competitors 

Major  competitors  by  primary 
service/product  area  include  the  following: 

• Federal  government  professional  services: 
TRW,  Hughes  Aircraft,  IBM,  PRC, 
Electronic  Data  Systems  (EDS),  General 
Electric,  AT&T,  Unisys,  Boeing 
Information  Services  and  Loral 

• Commercial  consulting,  systems 
integration  and  outsourcing:  Andersen 
Consulting,  Booz  Allen  & Hamilton, 
Coopers  & Lybrand,  Deloitte  & Touche, 
EDS,  Ernst  & Young,  IBM,  KPMG, 
McKinsey  & Co.,  Perot  Systems  and 
Unisys 
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• Medicaid  claims  processing:  Blue 
Cross/Blue  Shield  and  EDS 

• Credit  reporting  service:  TRW 
Information  Services  and  TransUnion 

• Health  care  systems:  Jergovan  and  Blair, 
Inc. 

Assessment 

CSC’s  strengths  include: 

• Offering  the  full  spectrum  of 

services — from  business  reengineering  to 
facilities  management 

• A strong  technology  thrust,  focusing  on 
current  technical  issues  such  as  object- 
oriented,  client/server  technology  and 
rapid  application  development 


• A leadership  role  in  the  outsourcing 
market  and  managing  large,  highly 
complex  projects 

• Continued  strength  in  the  federal  sector 

• Independence  from  any  hardware 
manufacturer 

Challenges  over  the  coming  year  include: 

• Continuing  to  build  strong  European 
groups  amidst  uncertainties  about  near- 
term  economic  recovery 

• Handling  the  increased  competitive 
environment,  especially  in  systems 
integration  and  outsourcing 
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Computer  Task  Group,  Inc. 


Chairman  & CEO:  Gale  S.  Fitzgerald 

800  Delaware  Avenue 
Buffalo,  NY  14209-2094 
Phone:  (716)882-8000 

Fax:  (716)887-7246 

Internet:  http://www.ctg.com 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
5,014  (12/95) 
$339,407,000 
12/31/95 


Key  Points 

• Computer  Task  Group  (CTG),  celebrating  its 
30  years  of  experience  in  the  information 
technology  (IT)  industry,  is  a leading 
provider  of  software  development,  IT 
consulting,  and  other  professional  services. 

• In  June  1996,  CTG’s  Winston-Salem  (NC) 
office  received  ISO  9001  certification. 

• In  August  1995,  CTG  announced  its  first 
public  World  Wide  Web  pages.  The 
internally  developed  pages  include  technical 
and  industry-specific  articles  by  CTG 


experts,  and  also  serves  as  a sourcing 
pipeline  for  recruiting  IT  professionals. 

• In  August  1995,  CTG  was  named  one  of  only 
eight  IBM  authorized  providers  of  national 
technical  services. 

Company  Description 

Founded  in  1966,  CTG  provides  a range  of  IT 
professional  services  to  more  than  750  parent 
company  clients  representing  1,800 
divisions/locations  worldwide. 

The  company’s  focus  is  on  Professional 
Software  Services  and  Information 
Technology  Consulting.  Services  available 
through  CTG  include  contract  programming, 
business  consulting,  systems  development  and 
integration,  and  managed  support. 
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During  1995,  CTG  repurchased  approximately 
298,000  shares  of  common  stock  for  $4.3 
million.  In  July  1996,  the  company 
authorized  the  repurchase  of  700,000  shares 
for  treasury,  adding  to  the  one  million  shares 
of  common  stock  previously  authorized  in 
1994. 

In  May  1989,  IBM  made  an  equity  investment 
in  CTG,  acquiring  approximately  1.5  million 
shares  of  CTG  preferred  stock. 

• As  of  December  31,  1994,  IBM  had  sold  all 
of  CTG’s  shares,  either  back  to  CTG  or  on 
the  open  market. 

• IBM  is  CTG’s  largest  customer,  with  CTG 
providing  services  to  approximately  50  IBM 
locations. 

Organization  and  Structure 

During  1993,  CTG  redefined  its  regional 
structure,  redrew  territorial  boundaries,  and 
consolidated  support  functions  such  as  sourc- 
ing, finance,  and  administration  to  help  de- 
livery teams  capture  greater  market  share 
and  bring  decision-making  closer  to  the  client. 

CTG  has  55  offices  in  five  countries,  and 
provides  services  worldwide  through  a 
network  of  more  than  100  geographically 
dispersed  dehvery  teams. 

CTG’s  Professional  Software  Services  is 
organized  in  six  regions  with  offices  as 
follows: 

• Northeast  Region — headquartered  in 
Syracuse  (NY),  with  offices  in  Albany, 
Buffalo,  and  Rochester  (NY);  Boston  (MA); 
Hartford  (CT);  Hudson  Valley;  New  York 
City/New  Jersey;  and  Toronto  (Canada) 

• Mid-Atlantic  Region — headquartered  in 
Raleigh  (NC),  with  offices  in  Baltimore 
(MD);  Charlotte  and  Winston-Salem  (NC); 


Delaware  Valley;  Greenville  (SC);  Central 
(PA);  and  Washington  D.C. 

• South  Region — headquartered  in  Raleigh 
(NC),  with  offices  in  Atlanta  (GA); 
Jacksonville/Orlando,  Melbourne,  Ft. 
Lauderdale,  and  Tampa  (FL);  and  Memphis 
and  Nashville  (TN) 

• Midwest  Region — headquartered  in 
Merrillville  (IN),  with  offices  in  Chicago 
(IL);  Cincinnati,  Cleveland,  and  Columbus 
(OH);  Grand  Rapids  and  Detroit  (MI);  Ft. 
Wayne  and  Indianapolis  (IN);  Milwaukee 
(WI);  and  Pittsburgh  (PA) 

• Central  Region — headquartered  in  St.  Louis 
(MO),  with  offices  in  Dallas,  Austin,  and 
Houston  (TX);  Denver  (CO);  Des  Moines 
(IA);  Kansas  City  and  Omaha  (NE);  and  St. 
Louis  (MO) 

• West  Region — headquartered  in  San 
Francisco  (CA),  with  offices  in  Anchorage 
(AK);  Phoenix  (AZ);  Portland  (OR);  Salt 
Lake  City  (UT);  San  Jose  (CA);  and  Seattle 
(WA) 

CTG’s  Information  Technology  Consulting  line 
of  business,  which  provides  offerings  in 
Business  Consulting,  Development  and 
Integration,  and  Managed  Support  through 
CTG’s  network  of  55+  locations,  is 
headquartered  in  Buffalo  (NY). 

Outside  the  U.S.,  CTG  has  four  operating 
subsidiaries: 

• Computer  Task  Group  of  Canada,  Inc., 
based  in  Toronto  (Ontario) 

• Computer  Task  Group  (U.K.)  Ltd.,  with 
offices  in  Nottingham  and  Reading 
(England) 
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• Computer  Task  Group  Nederland  B.V.  (the 
Netherlands),  which  includes  the  European 
headquarters 

• Computer  Task  Group  Belgium  N.V. 
(Belgium) 

Company  Strategy 

CTG’s  long-term  goal  is  to  improve  value  for 

its  clients  through  two  strategies: 

• Developing  “Key  Client”  relationships 

- Key  relationships  are  those  with 
companies  that  view  CTG  as  a strategic 
partner. 

- At  the  beginning  of  1996,  CTG  had 
approximately  150  clients  that  it  viewed 
as  “Key”. 

• Attracting  and  retaining  the  best 
information  technology  professionals.  CTG 
believes  that  its  greatest  asset  is  its  people. 

- CTG  spent  $4  million  in  1995  on  employee 
training  programs,  an  average  of  five  days 
of  training  per  CTG  employee. 

- CTG  spent  more  than  $475,000  in  1995  on 
tuition  reimbursement. 

CTG’s  restructuring  was  initiated  in  late  1993 

to  address  the  following  issues: 

• Improving  responsiveness  and  sales 
presence 

• Building  a dynamic  pipeline  of  talent 

• Establishing  a competitive  cost  structure 

• Reducing  overhead  costs,  moving  as  much 
as  possible  to  variable  costs 


• Allowing  decision-making  to  occur  quickly 
and  responsibly,  and  as  close  to  the  buyer  as 
possible 

• Divesting  non-strategic  businesses 

CTG’s  business  strategy  is  based  upon  the 
concept  of  being  cost  competitive  while  being 
responsive  in  supplying  qualified  staff  to  work 
on  client  engagements. 

• CTG’s  services  are  now  sold  and  delivered 
on  a local  level  through  its  network  of 
geographically  dispersed  delivery  teams 
made  up  of  sales  managers,  resource 
managers,  business  consultants,  project 
managers,  consultants,  and  software 
engineers. 

• In  order  to  improve  its  responsiveness  to 
client  requirements,  CTG  reorganized  its 
hiring  processes.  The  company  now  has  a 
staff  of  approximately  90  (sourcing) 
recruiting  specialists  located  in  five  regional 
Sourcing  Centers. 

• In  addition,  the  company’s  network  of  offices 
gives  it  wide  geographic  coverage  with  the 
capability  of  servicing  large  companies  with 
multiple  locations. 

Financials 

CTG’s  1995  total  revenue  reached  $339.4 
million,  a 13%  increase  over  1994  revenue  of 
$301.6  million.  Net  income  was  $12.0  million, 
al25%  increase  over  net  income  of  $4.8 
million  for  1994. 

• Net  income  includes  a tax  benefit  of  $3.2 
million  related  to  losses  associated  with 
European  operations  in  the  third  quarter  of 
1995.  Excluding  effects  of  the  tax  benefit, 
net  income  for  1995  was  $ 7.6  million,  a 58% 
increase  over  the  previous  year. 

• A five-year  financial  summary  appears  on 
the  following  page. 
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Computer  Task  Group,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$339.4 

$301.6 

$295.5 

$302.7 

$285.1 

• Percent  change  from 
previous  year 

13% 

2% 

(2%) 

6% 

17% 

Income  (loss)  before  taxes 

$12.0 

$8.1 

$(30.7) 

$10.1 

$1.6 

• Percent  change  from 
previous  year 

48% 

(b) 

126% 

(c) 

(404% 

531% 

(87%) 

Net  income  (loss) 

$10.8 

$4.8 

$(27.7) 

$5.6 

$0.9 

• Percent  change  from 
previous  year 

(a) 

125% 

117% 

(595%) 

529% 

(88%) 

Earnings  (loss)  per  share 

$1.23 

$0.52 

$(2.62) 

$0.56 

$0.10 

• Percent  change  from 
previous  year 

(a) 

137% 

120% 

(568%) 

460% 

(87%) 

(a)  Includes  a non-recurring  tax  benefit  of  $3.2  million  ($0.36  per  share)  related  to  losses  associated  with 


European  operations  during  the  third  quarter  of  1 995. . 

(b)  Includes  an  $11.3  million  gain  from  the  sale  of  various  assets. 

(c)  Includes  $12.8  million  in  restructuring  costs  and  $21.3  million  in  impairment  costs. 


Management  attributes  revenue  increases  to 

the  following: 

• A 12%  increase  in  revenue  for  North 
American  operations 

• A 21%  increase  in  European  revenue 

• An  increase  in  billable  hours  as  a result  of 
13%  increase  in  billable  staff  at  the  end  of 
1995  over  the  prior  year 

• A contract  awarded  by  IBM  in  the  third 
quarter  covering  approximately  60%  of  the 
total  services  provided  to  IBM 

• An  increase  of  $54.9  million  (19%)  from 
continuing  operations,  despite  the  sale  of 
several  businesses  in  1994  (accounting  for 
$17.1  million  in  1994  revenue) 


CTG’s  1995  revenue  from  continuing 
operations  was  $339.4  million,  a 19%  increase 
over  comparable  1994  revenue  of  $284.4 
million. 

In  1996,  CTG  is  expecting  a 10%  growth  in 
revenue. 

Interim,  Results 

Revenue  for  the  six  months  ending  June  30, 
1996  reached  $181.3  million,  a 9%  increase 
over  revenue  of  $166.8  million  for  the  same 
period  in  1995.  Net  income  was  $4.9  million, 
a 39%  increase  over  net  income  of  nearly  $3.5 
million  for  the  same  period  a year  ago. 

Revenue  growth  was  attributed  to: 

• Planned  incremental  improvement  in 
margins 
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• Success  of  the  company’s  strategy  to  form 
strong  IT  partnerships  with  its  Key  clients. 

Revenue  Analysis  by  Product  / Service 

The  majority  of  CTG’s  1995  revenue  was 
derived  from  professional  software  services 
(contract  programming).  The  remainder  of 
revenue  was  derived  from  consulting, 
managed  support,  and  implementation 
support  services. 

Approximately  87%  of  revenue  was  from  time- 
and-materials  contracts  and  13%  from  fixed- 
price  contracts  in  1995,  compared  to  92%  from 


time-and-materials  and  8%  from  fixed-price 
contracts  in  1994. 

CTG’s  typical  customer  is  a Fortune  500-size 
organization  with  large,  complex  information 
and  data  processing  requirements.  The 
company  also  serves  approximately  35%  of  the 
Fortune  100  companies. 

A three-year  source  of  revenue  summary 
follows: 


Computer  Task  Group,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Item 

Percent  of  Total 

Percent  of  Total 

Percent  of  Total 

Manufacturing 

23% 

30% 

58% 

Services 

51% 

25% 

22% 

Banking  and  finance 

10% 

8% 

8% 

Whoiesale/retail 

6% 

5% 

— 

Other 

10% 

32% 

12% 

Total 

100% 

100% 

100% 

IBM  accounted  for  $80  million  (24%)  of  CTG’s  A three-year  source  of  revenue  summary  is 
revenue  in  1995,  compared  to  $68  million  shown  on  the  following  page. 

(23%)  in  1994,  and  $80  million  (27%)  in  1993. 

Geographic  Markets 

Approximately  90%  of  CTG’s  1995  revenue 
was  derived  from  the  U.S.  and  10%  from 
Europe. 


Computer  Task  Group,  Inc. 
September  1996 


©INPUT  1996  Reproduction  prohibited. 


Page  5 of  9 


INPUT  Vendor  Profile 


Computer  Task  Group,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$306.2 

90% 

$274.1 

91% 

$266.2 

90% 

Europe 

33.2 

10% 

27.4 

9% 

29.3 

10% 

Total 

339.4 

100% 

$301.6 

100% 

$295.5 

100% 

Divestitures 

During  1994,  CTG  divested  three  businesses 
that  did  not  fit  in  with  the  long-term  goals  of 
the  company. 

• In  July  1994,  CTG  sold  its  Profimatics,  Inc. 
subsidiary,  including  the  67%  interest  which 
Profimatics  held  in  its  German  subsidiary 
(Profimatics  Europe,  GmbH)  to  Honeywell, 
Inc.  for  $17  million.  Profimatics  offers 
apphcations  software  products  for 
petrochemical  plants  and  oil  refining. 

• In  July  1994,  CTG  sold  the  hardware 
portion  of  its  communications  business 
(Network  Systems  Integration). 

• During  1994,  CTG  also  sold  its  16%  interest 
in  SerCon  to  IBM  Germany.  SerCon  was  a 
joint  venture  with  IBM  Germany  to  provide 
support  to  IBM’s  Distributors  Management 
Accounting  System. 

Employees 

As  of  December  31,  1995,  CTG  had  5,014 
employees,  including  4,402  professional 
technical  staff,  compared  to  a total  of  4,497 
employees  in  1994,  and  3,738  in  1993. 


Key  Products  and  Services 

CTG  provides  a range  of  services,  from  flexible 
staffing  provided  on  a per  diem  basis,  to 
managing  multi-million  dollar  technology 
projects.  The  majority  of  CTG’s  services  are 
provided  on-site,  at  the  client’s  facilities. 

CTG  currently  provides  its  professional 
services  in  two  interrelated  areas — 
Professional  Software  Services  and 
Information  Technology  Consulting. 

Professional  Software  Services 
CTG  provides  IT  skills  in  response  to  clients’ 
immediate  or  long-term  needs.  Once  called 
flexible  staffing  or  contract  services,  this  is 
the  business  upon  which  CTG  was  founded. 

In  Professional  Software  Services,  customers 
are  looking  for  IT  skills  on  a temporary  basis 
and  want  a quick  and  accurate  response. 

The  scope  of  professional  services  work 
performed  by  CTG  ranges  from  specific,  minor 
tasks  of  short  duration  to  large,  complex  tasks 
that  require  multiple  systems  engineers  for  a 
long  period  of  time.  Fees  are  generally  on  a 
time-and-materials  basis. 
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Information  Technology  Consulting 
CTG’s  IT  consulting  provides  IT  solutions, 
assuming  responsibility  for  defined 
deliverables  or  service  levels,  and  focused  on 
three  major  offerings  aligned  to  the  business 
solution  life  cycle  (plan,  design, 
maintain) — Business  Consulting, 
Development  & Integration,  and  Managed 
Support.  Fees  are  generally  on  a time-and- 
materials  basis. 

Business  Consulting  focuses  on  the  planning 
phase  of  the  IT  life  cycle.  CTG  consultants 
help  a customer  develop  the  plan  to 
reengineer  its  business  processes,  assess  its 
technology  needs,  and  choose  the  appropriate 
technology. 

Development  & Integration  supports  the 
implementation  phase  of  the  IT  life  cycle, 
including  software  package  implementation 
and  client/server  and  other  application 
development. 

Managed  Support  addresses  the  maintenance 
segment  of  the  IT  life  cycle.  It  encompasses 
service  offerings  such  as  help  desk  (managing 
or  staffing  client  help  desks  for  systems  or 
overall  IT  support),  systems  operations  and 
network  support  (running  or  maintaining  a 
customer’s  systems  or  IT  function),  and 
application  maintenance  outsourcing 
(maintaining  a company’s  systems). 

Customers  are  served  by  local  teams, 
comprising  Sales  Managers,  Business 
Consultants,  Resource  Managers,  and  Project 
Managers  who  work  together — the  first  two 
focus  on  identifying  an  engagement,  the  third 
focuses  on  finding  appropriate,  high  quality 
professionals  for  an  engagement,  and  the 
fourth  manages  successful  project  completion. 

• Supporting  these  local  teams  are  regional 
recruiting  (sourcing)  specialists  backed  by 
SmartSource™,  a national  electronic 


database  of  professional  computer 
consultants  and  programmers  to  improve 
effectiveness  at  locating  qualified  IT 
candidates. 

• Project  Managers  are  responsible  for 
profitability,  client  satisfaction,  and  risk 
management  in  the  project  delivery  of  IT 
Consulting  offerings. 

CTG  has  special  expertise  in  the  following 
areas: 

• Client/server 

• Databases 

• Imaging  systems 

• Vertical  industries — health  care,  metals, 
logistics,  distribution,  pharmaceuticals 

• Manufacturing  systems 

Clients 

CTG’s  customer  base  is  large  and  diverse, 
including  approximately  900  clients.  At  the 
beginning  of  1996,  CTG  had  150  clients  that  it 
viewed  as  “Key”.  Some  of  its  Key  clients 
include: 

• Milliken  & Company,  one  of  the  world’s 
largest  privately  held  textile  companies, 
contracts  CTG  as  a primary  supplier  of  IT 
services,  and  has  done  so  for  the  last  12 
years.  CTG  provides  a range  of  services 
from  systems  development  for  manufact- 
uring to  business  systems  and  strategic 
business  consulting  in  computer  integrated 
manufacturing.  In  February  1996,  CTG  was 
awarded  Milliken’s  first  Distinguished 
Supplier  award  for  IT  services. 

• IBM  is  CTG’s  largest  client.  CTG  fulfills  all 
of  IBM’s  needs  through  its  National 
Delivery  Team,  which  functions  like  a 
region,  but  focuses  solely  on  filling  skill 
requirements  for  IBM.  The  National 
Delivery  Team  also  manages  CTG’s 
alliances  with  MCI  and  Hewlett-Packard. 
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In  August  1995,  CTG  was  named  one  of  only 
eight  IBM  authorized  providers  of  national 
technical  services. 

• CTG  is  involved  in  a three-year  warehouse 
and  manufacturing  operation  reengineering 
project  for  Calvin  Klein  Cosmetics 
Company.  CTG  has  designed  and 
implemented  a warehouse  management 
system  that  combines  real-time  inventory 
control,  radio  frequency  functions,  and  high 
speed  automation,  including  conveyors, 
sorts,  bar  code  scanners,  and  a weigh  in 
motion  scale.  In  July  1996,  CTG  completed 
Phase  II  of  the  project. 

• In  August  1995,  CTG  entered  into  a four- 
year,  multi-million  dollar  outsourcing 
contract  with  Agway  Inc.,  a cooperative  that 
provides  agriculture-related  services  and 
products.  CTG  has  assumed  the 
responsibility  for  the  maintenance  of 
Agway’s  computer  applications  and  the 
management  of  application  programmers. 

Marketing  and  Sales 

CTG  markets  its  services  through  a direct 

sales  staff. 

Marketing  efforts  span  all  strata  of  the 

organization. 

• On  the  corporate  and  regional  level, 
management  performs  strategic,  tactical, 
and  operational  sales  planning  to  assess 
industry  and  customer  needs  and  target 
markets. 

• On  a local  level,  CTG  markets  Professional 
Software  Services  and  IT  Consulting 
Services  through  teams  of  professionals 
comprising  Sales  Managers,  Resource 
Managers,  and  Business  Consultants. 

• The  Sales  Managers  and  Business 
Consultants  focus  on  identifying 


engagements.  Resource  Managers  match 
the  appropriate  professionals  to  the 
engagements. 

• These  local  teams  are  supported  by  a force 
of  90  sourcing  specialists  located  in  five 
regional  locations,  who  draw  on  a national 
electronic  database  of  over  160,000 
professional  computer  consultants  and 
programmers. 

• During  1994,  these  centers  started  using  the 
electronic  recruiting  database  to  screen  and 
monitor  staff  who  are  available  to  work  on 
CTG’s  client  programming  needs. 
SmartSource™,  CTG’s  unique  sourcing 
ability,  combines  process,  artificial 
intelligence-based  technology  and  recruiting 
staff  to  create  a nationwide  pipeline  of  more 
than  160,000  qualified  IT  professionals. 
SmartSource  ensures  that  the  professionals 
recommended  by  CTG  are  qualified  and 
have  the  highest  quality  skills. 

• In  the  first  year  the  system  was  in  place 
CTG  created  a qualified  database  of  more 
than  100,000  candidates  available  for 
assignments.  Today  the  system  houses 
more  than  160,000  resumes. 

Sales  Managers  and  Resource  Managers  are 
full-time  employees  who  receive  a base  salary 
and  are  paid  commissions  based  on  objectives 
such  as  revenues  and  profitability  of  the 
business  they  sell.  Each  Sales  Manager  is 
assigned  a sales  quota  and  is  paid  in 
relationship  to  this  quota. 

CTG  also  uses  the  Internet  and  the  World 
Wide  Web  as  key  components  of  its 
communications  infrastructure,  called 
CTGNet.  The  company  uses  the  Internet  and 
the  Web  to  connect  wide-spread  employees,  as 
a resource  tool  for  recruiting,  marketing,  and 
service  delivery. 
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Competition 

CTG’s  competition  comes  primarily  from  four 

channels: 

• Internal  data  processing  staff  of  CTG 
customers. 

• Small  local  firms  or  individuals  specializing 
in  specific  programming  services  or 
applications 


• Hardware  vendors  and  suppliers  of 
packaged  software  systems 

• Large  national  or  international  vendors, 
including  major  accounting  firms  that  offer 
a range  of  development  services 

Major  competitors  include  Keane,  Andersen 
Consulting,  EDS,  DEC,  CSC,  Computer 
Horizons  and  Analysts  International. 
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COMPUTERLAND  CORPORATION 

5964  West  Las  Positas  Blvd. 

Pleasanton,  CA  94566 
Phone:  (510)  734-4000 

Fax:  510  734-4802 


Chairman/CEO: 

President: 

Status: 


William  Y.  Tauscher 
Edward  R.  Anderson 
Private 


Employees:  2,600* 

WW  Revenue:  $2,600,000,000 

U.S.  Revenue:  $1,800,000,000 

U.S.  Services  Revenue:  $280,000,000 

FYE:  9/30/92 

*Corporate  employees 


Key  Points 


C 


ComputerLand  provides  service  and  support  to  corporate  computing 
clients.  The  company  has  a worldwide  focus  deriving  a significant 
portion  of  its  revenues  from  non-U.S.  markets. 

ComputerLand  has  diversified  its  product  offerings,  increasing  its 
focus  on  the  provision  of  desktop  services  as  revenue  from  hardware 
sales  shrink. 

The  acquisition  of  TRW’s  Customer  Service  Division  has  given 
ComputerLand  a combined  service  business  estimated  to  be  worth 
$280  million. 

The  acquisition  of  Nynex  Business  Centers  in  1991  allowed 
ComputerLand  to  offer  clients  increased  resources  and  expertise  on 
networks  and  networking  products. 

ComputerLand  strategic  alliances  with  system  integration  and 
processing  services  companies  like  ISSC,  have  helped 
ComputerLand  to  participate  in  comprehensive  outsourcing 
contracts  at  Mobile  Oil,  the  U.S.  Postal  Service,  Honeywell  and 
Nabisco. 
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Company 

Description 

ComputerLand  is  a worldwide  provider  of  service  and  support  to 
corporate  computing  clients,  offering  network  integration,  technical 
help  desk  services,  computer  training,  and  systems  maintenance 
services. 

ComputerLand  manages  over  400  full-service  locations  in  the  U.S.,  and 
claims  to  be  the  world's  largest  multivendor  computer  reseller  network. 
ComputerLand  Corporation  has  branches  in  40  countries,  specializing 
in  the  planning,  design,  installation,  and  maintenance  of  complex 
networks  to  meet  business  needs. 

Company  History 

ComputerLand  announced  a business  reorganization  in  October  1992, 
which  will  emphasize  company-owned  services  and  sales  while  still 
supporting  franchising  and  distribution  to  independent  resellers. 

In  the  new  company  structure,  ComputerLand  created  two  divisions 
dedicated  to  specific  segments  of  the  business.  The  new  corporate 
division  will  manage  the  company-owned  network  of  branches  in  major 
metropolitan  areas.  The  franchise  and  distribution  division  will  focus 
on  franchisees  and  independent  Datago  affiliates.  There  are  a total  of 
120  company-owned  and  300  franchisee-owned  ComputerLand  outlets 
in  the  U.S.  The  company,  one  of  the  largest  computer  resellers,  also 
formed  a third  group  to  support  the  two  divisions. 

Financials 

ComputerLand's  fiscal  1992  worldwide  revenues  were  $2.6  billion,  with 
U.S.  revenue  reaching  $1.8  billion.  INPUT  estimates  that  15%  of  U.S. 
1992  revenue  was  from  information  services. 

Acquisitions 

In  July  1992,  reseller  ComputerLand  completed  its  acquisition  of  one  of 
the  San  Francisco  Bay  Area's  largest  computer  resellers,  Infomax,  Inc. 
Infomax,  of  Concord,  CA,  had  revenues  of  $150  million.  This 
acquisition  of  a ComputerLand  franchise  is  part  of  ComputerLand's 
nationwide  strategy  to  buy  back  some  of  its  franchises  in  major 
metropolitan  areas. 

In  May  1992,  ComputerLand  announced  the  purchase  of  TRW's 
Customer  Service  Division  (TRW  CSD).  TRW  CSD  reported  1991 
revenues  of  approximately  $110  million,  with  over  13,000  service 
customers.  The  acquisition  was  finalized  July  3,  1992.  This  acquisition 
gives  ComputerLand  access  to  federal  markets. 

Total  1992  U.S.  revenue  for  ComputerLand  services  revenue  before  the 
acquisition  was  $180  million.  ComputerLand  estimates  that  the 
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Key  Products  and 
Services 


Competitor 


combined  operation  generates  approximately  $280  million  in  U.S. 
services  revenue. 

In  1991,  ComputerLand  acquired  NYNEX  Business  Centers,  which 
substantially  expanded  their  presence  in  major  markets  and  the 
Fortune  500  companies.  Under  the  acquisition  plan,  Nynex's  77  outlets 
nationwide  would  be  integrated  with  ComputerLand's  company-owned 
and  franchise  outlets. 


ComputerLand  provides  service  and  support  through  over  600  service 
branches  in  40  countries  worldwide.  The  company  is  certified  as  a 
service  provider  by  Novell,  Microsoft,  IBM,  Compaq,  UNIX,  and  SUN. 
The  ComputerLand  Help  Desk  has  a full-time  staff  of  over  100  people, 
providing  services  for  over  1,500  products  to  about  12,000  customers.  A 
centralized  service  dispatch  system  is  used  for  multilocation  accounts. 

ComputerLand  provides  training  services  through  180  learning  centers 
nationwide,  offering  over  310  courses  using  CBT,  interactive,  and 
instructor-led  training  modes  and  techniques. 

Network  integration  is  provided  worldwide,  with  over  22,000  LAN 
servers  and  212,000  network  nodes  installed  in  the  U.S.  in  1991. 
ComputerLand  also  offers  design  tools  to  facilitate  network  lay-out, 
installation,  maintenance,  support,  and  project  management.  The 
company's  networking  capabilities  support  wide-area  networks,  remote 
LAN  monitoring,  LAN  interconnection  through  bridging  and  routing, 
LAN  diagnostics  and  monitoring,  and  multivendor  integration. 

ComputerLand  offers  nationwide  systems  consulting  with  1,600 
customer  engineers  and  over  500  systems  engineers.  ComputerLand 
has  a national  hardware  and  maintenance  capability  with  central 
dispatch  of  service  professionals. 


Corporate  division  competitors  include  JWP  Inc,  InaCom,  and 
CompuCom. 

Franchise  and  distribution  division  clients  include  Intelligent 
Electronics  and  MicroAge. 
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The  combination  of  ComputerLand  and  TRW  CSD  covers  all 
commercial  industry  markets  as  a customer  base.  The  acquisition  of 
TRW's  Customer  Service  Division  also  gives  ComputerLand  the 
opportunity  to  target  federal  government  markets.  TRW  holds  the 
contracts  for  the  installation,  configuration  and  maintenance  of  the 
Army's  Personnel  Electronic  Record  Management  System  and  the 
maintenance  for  the  Justice  Department's  Project  Eagle  installations. 


INPUT  estimates  that  approximately  69%  of  ComputerLand's  1992 
revenue  was  derived  from  hardware  and  services  provided  to  U.S. 
clients,  and  31%  from  other  international  clients. 
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CompuTrac,  Inc. 


Chairman  & CEO:  Harry  W.  Margolis 

222  Municipal  Drive 
Richardson,  TX  75080 
Phone:  (214)  234-4241 

Fax:  (214)  234-6280 


Status:  Public 

Employees:  52  (4/96) 

Revenue:  $5,259,131 

Fiscal  Year  End:  1/31/96 


Key  Points 

• CompuTrac  is  currently  celebrating  its  20th 
anniversary  of  providing  time,  billing, 
accounting,  and  management  software  to 
the  law  firm  marketplace. 

• During  the  last  ten  years,  CompuTrac’s 
Hewlett-Packard-based  products  have  been 
targeted  almost  exclusively  toward  the 
largest  law  firms  in  North  America.  The 
company’s  new  Windows-based  Dimension™ 
product  line  will  expand  the  company’s 
target  market  from  750  law  firms  to 
approximately  300,000  law  firms. 


Company  Description 

CompuTrac,  founded  in  1977,  develops, 
markets,  services,  and  supports  integrated 
computer  systems  and  software  applications 
designed  for  law  firms. 

• The  company’s  systems  assist  customers  in 
applications  such  as  timekeeping,  billing, 
disbursements,  accounting,  report  writing, 
conflict  of  interest,  and  other  practice 
support  applications. 

• To  date,  CompuTrac’s  systems  have 
exclusively  used  Hewlett-Packard 
equipment.  CompuTrac  is  a Hewlett- 
Packard  Premier  Solution  Partner. 

• CompuTrac  is  completing  a three-year 
development  of  Dimension — a new 
generation  of  client/server  software  created 
exclusively  with  Microsoft  development  tools 
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that  will  run  on  Windows  95  and/or 
Windows  NT  environments.  CompuTrac 
has  been  designated  a Microsoft  Solution 
Provider  Partner. 

• CompuTrac  has  installed  more  than  275 
systems  in  law  firms  throughout  North 
America. 

Operations  and  Structure 

CompuTrac’s  Legal  Division  markets  and 
supports  the  company’s  integrated  law 
automation  systems. 

PanaMar  Systems  is  a CompuTrac  division 
established  in  May  1992  to  market  video  and 
multimedia  services  to  targeted  market 
segments  within  the  legal  industry,  selected 
commercial  accounts,  and  the  general 
corporate  community.  During  fiscal  1996,  the 
operations  of  this  division  were  not  material 
to  CompuTrac’s  business  as  a whole. 

Company  Strategy 

CompuTrac’s  long-term  commitment  is  to  be  a 
leading  provider  of  high-end  financial 
management  systems,  software,  and  services 
to  law  firms  worldwide. 

The  company’s  product  strategy  is  to  offer 
sophisticated,  comprehensive,  and  easy-to-use 
products  on  open  system  platforms  and  to 
integrate  its  proprietary  software  with  third- 
party  products. 

During  fiscal  1994,  the  company  made  the 
decision  to  abandon  certain  software  projects 
and  to  focus  its  development  efforts  in  the 
direction  of  current  Windows-based  software 
technology. 

• Dimension  is  the  result  of  three  years  of 
development  efforts,  using  current  Microsoft 
technology  to  address  current  market 
demands. 


• Dimension  is  currently  in  the  beta-testing 
phase.  Under  the  current  schedule, 
CompuTrac  will  begin  accepting  orders  for 
Dimension  products  in  June  1996  and  will 
begin  shipment  in  late  summer  of  this  year. 
The  company  is  actively  engaged  in  a 
variety  of  marketing  programs  targeted 
toward  both  the  users  of  the  products  and 
certain  third-party  distribution  channels. 

Financials 

Fiscal  1996  revenue  was  $5.3  million,  a 22% 
decrease  from  $6.8  million  for  fiscal  1995.  Net 
income  was  $664,117  in  fiscal  1996,  up 
significantly  over  fiscal  1995  net  income  of 
$207,509. 

A three-year  financial  summary  is  shown  on 
the  following  page. 

CompuTrac  management  attributes  fiscal 
1996  results  to  the  following: 

• System  sales  decreased  48%  to  $727,463. 
Substantially  all  of  the  company’s  system 
sales  revenue  in  both  fiscal  1996  and  1995 
were  from  client  system  upgrades  and 
peripheral  sales,  as  opposed  to  new  system 
sales. 

• CompuTrac  continues  to  attribute  overall 
decreased  sale  activity  to  economic 
pressures  in  the  legal  marketplace. 
Additionally,  the  company  believes  that  its 
fiscal  1994  decision  to  abandon  certain 
software  projects  and  to  focus  its 
development  efforts  on  Windows-based 
software  further  contributed  to  the  decline 
in  system  sales  as  competitors’  host-based, 
client/server  products  became  available  to 
the  legal  marketplace. 
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CompuTrac,  Inc. 
Three-Year  Financial  Summary 
($  Thousands,  except  per  share  data  ) 


Fiscal  Year 

Item 

1/96 

1/95 

1/94 

Revenue 

$5,259 

$6,767 

$9,671 

• Percent  change  from 

previous  year 

(22%) 

(30%) 

(17%) 

Income  (loss)  before  taxes 

$664 

$703 

$(5,654) 

• Percent  change  from 

(b) 

previous  year 

(6%) 

112% 

* 

Net  income  (loss) 

$664 

$208 

$(5,366) 

• Percent  change  from 

(a) 

previous  year 

219% 

104% 

•k 

Earnings  (loss)  per  share 

$0.11 

$0.03 

$(0.99) 

• Percent  change  from 

previous  year 

267% 

103% 

(350%) 

* Percent  change  exceeds  1,000%. 


(a)  Includes  losses  of  $495,579  associated  with  the  discontinued  operations  of 
MediaMagic. 

(b)  Includes  nonrecurring  charges  of  $500,000  for  estimated  software  project 
completion  costs  and  restructuring  charges  of  $2. 5 million. 


New  system  sales  will  be  minimal  until  the 
company  releases  Dimension.  CompuTrac 
expects  to  report  losses  during  the  next 
several  quarters  due  to  start  up  expenses 
associated  with  the  Dimension  product  line. 

Interim  Results 

Revenue  for  the  three  months  ending  April  30, 
1996  was  $1.17  million,  compared  to  $1.3 
million  for  the  same  period  a year  ago.  Net 
income  was  $1,200,  compared  to  $153,600  for 
the  same  period  a year  ago. 


Market  Financials 

Virtually  100%  of  CompuTrac’s  revenue  is 
derived  from  the  legal  profession. 

CompuTrac  believes  it  is  one  of  the  major 
suppliers  of  systems  to  midsize  to  large  law 
firms. 

Source  of  Revenue  by  Product  / Service 

Approximately  14%  of  CompuTrac’s  fiscal 
1996  revenue  was  derived  from  turnkey 
system  sales  and  86%  from  associated  support 
and  maintenance  services.  A three-year 
summary  of  source  of  revenue  follows: 
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CompuTrac,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Thousands) 


Fiscal  Year 

1/96 

1/95 

1/94 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

System  sales 

$727 

14% 

$1,390 

21% 

$3,733 

39% 

Services  and  support 

4,532 

86% 

5,377 

79% 

5,938 

61% 

Total 

$5,259 

100% 

$6,767 

100% 

$9,671 

100% 

Geographic  Markets 

Virtually  100%  of  CompuTrac’s  fiscal  1996 
revenue  was  derived  from  the  U.S.  and 
Canada. 

Acquisitions/Divestitures 

In  April  1994,  CompuTrac  discontinued  the 
operations  of  MediaMagic  Corporation,  an 
80%-owned  developmental  state  company  that 
designed,  marketed,  manufactured,  and  sold 
video  and  audio  hardware  and  software 
products  as  peripheral  add-ons  to  the  HP 
UNIX-based  line  of  workstations. 

• CompuTrac  acquired  its  interest  in 
MediaMagic  in  February  1993  in  order  to 
enter  the  market  for  multimedia  computing. 

• MediaMagic  incurred  losses  of  $221,000  for 
fiscal  1994  and  losses  of  $162,000  for  the 
quarter  ending  April  30,  1994. 

• Although  MediaMagic  products  were  well 
received  and  sales  continue  to  increase,  the 
prospect  for  break  even  on  a profit-and  loss- 
basis  was  not  expected  in  the  near  future 
and  CompuTrac  could  not  continue  to  divert 
its  attention  and  resources  away  from  its 
core  business. 


Employees 

As  of  March  31,  1996,  CompuTrac  had  52  full- 
time employees,  segmented  as  follows: 


Marketing/sales 7 

Technical  support/product 

development 34 

General  and  administrative 11 

52 


Key  Products  and  Services 

CompuTrac  OPEN!  is  the  umbrella  name  used 
to  describe  all  of  CompuTrac’s  current 
software  products,  which  are  targeted  to 
midsize  and  large  law  firms. 

• The  software  runs  on  all  minicomputers  in 
either  the  HP  3000  Series  or  HP  9000  Series 
and  provides  full  interoperability  support 
for  Novell  NetWare,  Banyan  Vines,  and 
Microsoft  NT. 

• The  applications  run  in  several  different 
operating  system  environments,  including 
UNIX,  MPE/iX  (native  HP),  MS/DOS,  and 
MS/Windows. 

• All  CompuTrac  OPEN!  products  are  fully 
integrated  with  master  data  files  and  each 
other;  they  use  the  firm-wide  Informix 
relational  database  or  IMAGE/SQL 
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database;  and  they  offer  access  to  PC  users 
on  a LAN. 

Under  the  CompuTrac  OPEN!  umbrella  are 
four  major  product  categories  or  groupings  as 
follows: 

• Financial  Management  Software  is  the  core 
accounting  and  financial  management 
system,  which  includes  such  applications  as: 

- Billing  and  Timekeeping 

- Management  and  Financial  Reporting 

- Trust  Accounting 

- Extended  History 

- General  Ledger 

- Accounts  Payable 

- Network  and  Device  Interface 

• Practice  Management  Software  consists  of 
optional  software  modules  and  products, 
including  such  applications  as: 

- Conflict  of  Interest 

- Records  Management  (optional  bar  code 
scanner) 

- Event  Management 

- Marketing 

- Profitability  Reporting 

- CLS  Case  Management 

- LawVision  Supervisor™  (which  provides 
integration  with  third-party  products  such 
as  CompuLaw  Docket  and  SoftSolutions 
Document  Management). 


• Executive  Information  Software  includes 
such  applications  as  Zoom™  (a  real-time 
inquiry  tool)  and  Browse™. 

• Programming  Tools  includes  such  software 
applications  as: 

- PIE™-Programmatic  Interface  for  the 
End-User 

- FOCUS,  IQ,  and  other  third-party  SQL 
reporting  products 

- Informix  Viewpoint,  DBA,  and  WingZ,  and 
Informix  4GL  and  native  SQL 

CompuTrac’s  turnkey  system  prices  currently 
range  from  $60,000  for  a low-end  legal 
accounting  system  to  $625,000  or  more  for  an 
integrated  system  with  accounting  and  other 
integrated  applications  in  a large  lawr  firm. 

All  CompuTrac’s  Hewlett-Packard-based 
systems  are  sold  in  conjunction  with  a 
maintenance  agreement  that  provides 
customer  training,  enhancements  and 
software  maintenance  services. 

• As  of  March  31,  1996,  CompuTrac  had  112 
maintenance  agreements  in  effect,  one  of 
which  covers  an  earlier  generation  of  the 
system. 

• Installation  support  and  hardware 
maintenance  services  are  provided  by 
Hewlett-Packard. 

The  Dimension  product  is  a next-generation 
law  firm  timekeeping,  billing,  and 
management  product  created  exclusively  with 
Microsoft  development  tools  such  as 
MSAccess,  SQL-Server,  C++,  Visual  Basic, 
OLE,  and  ODBC. 
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• In  its  first  release,  Dimension  is  designed  to 
meet  the  needs  of  small  law  firms,  including 
sole  practitioners.  Subsequent  product 
releases  will  accommodate  larger  law  firms. 

• A reseller  channel  is  currently  in 
development  to  market,  install,  and  train 
users  on  Dimension  products. 

• Availability  of  Dimension  products  is 
scheduled  for  late  this  summer. 

CompuTrac  also  provides  implementation 
planning,  data  conversion,  installation,  and 
custom  software  development  services. 


Marketing  and  Sales 

CompuTrac  markets  its  systems  through 
presentations  at  conventions  of  regional  and 
national  associations  of  lawyers  and  law  firm 
administrators.  The  company  also  advertises 
in  regional  and  national  journals  or 
periodicals  targeting  the  legal  profession. 
CompuTrac  uses  direct  mailing  campaigns 
and  demonstrates  its  systems  at  local  product 
shows,  industry  seminars,  and  within 
prospective  law  firm  client  offices. 

Alliances 

CompuTrac  is  a Hewlett-Packard  Premier 
Solution  Partner  and  is  a Microsoft  Solution 
Provider  Partner. 
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Status:  Public 

Employees:  4,800  (3/96) 

Revenue,  FYE  3/31/96:  $533,877,000 

Revenue,  9 mos.  ending  12/31/95:  $427,426,000 

• Compuware’s  client/server  product  revenue 
reached  approximately  $95  million  in  fiscal 
1995,  up  70%  over  the  previous  year. 

Key  Points 

• Compuware  is  a leading  worldwide  provider 
of  systems  software  products  and 
professional  services  that  help  information 

• In  early  1996,  Compuware  expanded  its 
professional  services  capabilities  with  the 
acquisition  of  two  firms — Minneapolis-based 
Technalysis  Corporation  and  Icons  GmbH,  a 
professional  services  firm  based  in  Germany. 

technology  professionals  efficiently  develop, 
implement  and  support  the  applications  that 
run  their  businesses. 

• Compuware’s  target  market  is  the  15.000 

• In  November  1995,  Compuware  expanded 
its  EcoTOOLS  system  management  product 
line  with  the  acquisition  of  CoroNet 
Systems. 

largest  enterprises  worldwide. 

• Compuware’s  largest  acquisition — Uniface 
Holding  B.V.  in  May  1994 — expanded  the 
company’s  product  fine  to  include  the 
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UNIFACE  design  and  development 
environment  for  client/server  applications. 

Company  Description 

Compuware,  founded  in  1973,  provides 

systems  software  products  and  professional 

services. 

• The  company  offers  50  products  for 
designing  and  developing  applications,  for 
testing  and  implementing  applications,  and 
for  product  application  management. 
Compuware’s  products  are  used  by  more 
than  8,800  customers  worldwide. 

• Working  across  a spectrum  of  technologies, 
including  mainframe,  midrange  and 
chent/server  platforms,  Compuware 
professional  services  staff  provides  business 
systems  analysis,  design,  programming  and 
implementation,  software  conversion,  and 
systems  planning  and  consulting. 

Organization  and  Structure 

Compuware  is  organized  into  the  Products 

Division  and  the  Professional  Services 

Division. 

• The  Products  Division  includes  two  groups — 
The  Enterprise  Systems  Group,  which  is 
responsible  for  testing  and  implementation 
products;  and  the  Client/Server  Systems 
Group,  which  is  responsible  for  design  and 
development,  and  production  application 
management  products. 

• The  Professional  Services  Division,  with 
more  than  2,400  employees,  provides  a 
range  of  services,  including  business  systems 
analysis,  design,  programming,  and 
implementation,  as  well  as  software 
conversion  and  systems  planning  and 
consulting. 


Compuware’s  key  executives  are  listed  below: 


Key  Executives 


Name 

Title 

Peter  Karmanos,  Jr. 

Chairman  & CEO 

Joseph  A.  Nathan 

President  & COO 

Ralph  A.  Caponigro 

SVP  & CFO 

Karl  E.  Christen 

SVP  & CTO 

Henry  A.  Jallos 

SVP,  Worldwide  Sales 

W.  James  Prowse 

SVP  Marketing  & 
Communications 

Stephen  H.  Fagan 

SVP,  Enterprise  Software 

John  N.  Shevillo 

SVP,  Professional  Services 

In  addition  to  its  headquarters  in  Farmington 
Hills  (MI),  Compuware  has  more  than  45 
offices  across  the  U.S.,  Canada,  Europe,  and 
the  Asia/Pacific  region  that  support  the 
company’s  software  products. 


Professional  services  are  marketed  through 
approximately  20  offices  in  the  U.S.,  Canada 
and  Europe. 


Company  Strategy 

Compuware  is  positioning  the  company  as  a 
provider  of  quality  software  and  services 
designed  to  increase  productivity. 
Compuware’s  enterprise-wide  productivity 
solutions  focus  on  business-critical 
applications,  from  conception  through 
production. 


• The  company  historically  focused  on  the  run- 
time environment  in  the  mainframe  market, 
where  it  has  extensive  experience  and  has 
long-term  customer  relationships. 


• Compuware  is  leveraging  its  experience  and 
relationships  by  expansion  into  the 
chent/server  market  through  internal 
development  and  acquisitions.  The  company 
now  offers  client/server  products  and 
professional  services  for  designing  and 
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developing  applications,  for  testing  and 
implementing  applications  and  for 
production  application  management. 

• Its  UNIFACE  and  EcoSystems  products  are 
penetrating  the  client/server  application 
development  and  systems  management 
environments.  Compuware  has  trained  a 
significant  segment  of  its  professional 
services  staff  in  UNIFACE  technology  so  it 
can  assign  such  personnel  to  fulfill 
client/server-oriented  consulting  and 
implementation  requirements. 

In  the  mainframe  market,  Compuware  intends 
to  remain  focused  on  developing,  marketing 
and  supporting  run-time  programmer 
productivity  software  and  to  work  closely  with 
its  customers  to  meet  their  evolving  needs. 

• The  company  has  chosen  not  to  compete  in 
the  application  development  and  systems 
management  environments  of  the 
mainframe  market  because  these  are 
mature  markets  served  by  several  large 
companies,  including  IBM,  Computer 
Associate s/LEGE NT  and  BMC  Software. 

• By  providing  professional  services  in 
conjunction  with  its  mainframe  products,  the 
company  can  provide  a total  solution  to  its 
clients,  affording  the  company  a competitive 
advantage. 

Financials 

Compuware’s  fiscal  1995  revenue  reached 
$533.9  million,  a 35%  increase  over  fiscal  1994 
revenue  of  $394.3  million.  Net  income  was 
$62.1  million,  down  slightly  from  net  income  of 
$62.3  million  for  fiscal  1994. 

• Fiscal  1995  results  include  a total  of 
approximately  $19.1  million  in  restructuring 
and  merger-related  costs  associated  with  the 


acquisition,  restructuring  and  integration  of 
Uniface  and  $12  million  in  charges  for 
purchased  research  and  development 
incurred  in  connection  with  the  purchase  of 
Simon  and  Oliver  products  from  Advanced 
Programming  Techniques,  Ltd. 

• In  the  five-year  summary  that  appears  on 
the  following  page,  financials  prior  to  fiscal 
1995  have  been  restated  to  reflect  the 
pooling-of-interests  acquisition  of  Uniface  in 
May  1994. 

Compuware  management  attributed  fiscal 

1995  results  to  the  following: 

• Software  hcense  fees  increased  37%.  All  of 
the  company’s  product  families  experienced 
growth  in  license  sales  due  primarily  to:  the 
expansion  of  Compuware’s  subsidiaries  in 
Japan  and  the  Asia/Pacific  region  ; an 
increase  in  the  number  of  the  company’s 
independent  distributors;  the  sale  of  new 
products;  and  expansion  of  the  European 
sales  force. 

• Maintenance  fee  revenue  increased  3%  due 
to  growth  in  the  number  of  installed  copies 
of  its  products  and  a relatively  steady  rate  of 
maintenance  contract  renewals. 

• Professional  services  revenue  increased  37%, 
due  primarily  to  increased  business  at  new 
and  existing  clients  equal  to  $18.5  million. 
$9.2  million  and  $4.0  million  at 
Compuware’s  Farmington  Hills  (MI), 
Milwaukee  (WI),  and  Colorado  Springs  (CO) 
branches,  respectively;  and  a $4.1  million 
increase  related  to  Uniface. 

• Revenue  from  North  American  operations 
increased  24%.  International  revenue 
increased  61%. 
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Compuware  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

3/95 

3/94 

3/93 

3/92 

3/91 

Revenue 

$533.9 

$394.3 

$304.6 

$220.6 

$169.9 

• Percent  change  from 
previous  year 

35% 

39% 

38% 

30% 

N/A 

Income  (loss)  before  taxes 

$95.2 

$93.9 

$54.0 

$(29.0) 

$13.9 

• Percent  change  from 
previous  year 

(a)(b) 

1% 

74% 

(c) 

252% 

(d) 

(309%) 

N/A 

Net  income  (loss) 

$62.1 

$62.3 

$37.5 

$(24.1) 

$10.0 

• Percent  change  from 
previous  year 

— 

66% 

256% 

(341%) 

N/A 

Earnings  (loss)  per  share 

$1.30 

$1.34 

$0.89 

N/A 

N/A 

• Percent  change  from 
previous  year 

(3%) 

51% 

N/A 

(a)  Includes  $10.5  million  in  restructuring  and  certain  merger-related  costs,  plus  $8.5  million  in  additional 
merger  costs  associated  with  the  acquisition  of  Uniface. 


(b)  Includes  $12  million  in  charges  for  purchased  research  and  development  associated  with  the  purchase  of 
Simon  and  Oliver  products. 

(c)  Includes  $6.5  million  in  charges  related  to  purchased  research  and  development. 

(d)  Includes  charges  of  $32.8  million  related  to  the  acquisition  ofXA  Systems  and  $19. 7 million  for  deferred 
compensation  expenses. 


Research  and  development  costs  incurred 
internally  were  $45.7  million,  $35.0  million, 
and  $27.8  million  during  fiscal  1995,  1994,  and 
1993,  respectively. 


Revenue  Analysis  by  Product  / Service 

Approximately  42%  of  Compuware’s  fiscal 
1995  revenue  was  derived  from  software 
license  fees,  29%  from  software  maintenance 
fees,  and  the  remaining  29%  from  professional 
services. 

A three-year  summary  of  source  of  revenue  is 
shown  on  the  following  page. 
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Compuware  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  license  fees 

$223.6 

42% 

$163.5 

42% 

$117.4 

38% 

Maintenance  fees 

153.8 

29% 

116.4 

29% 

90.3 

30% 

Professional  services 

156.5 

29% 

114.4 

29% 

96.9 

32% 

Total 

$533.9 

100% 

$394.3 

100% 

$304.6 

100% 

Interim  Results 

Revenue  for  the  nine  months  ending 

December  31.  1995  reached  $427.4  million,  a 

12%  increase  over  $381.2  million  for  the  same 

period  in  1994. 

• Software  license  fees  declined  7%  to  $144.1 
million  due  to  a 41%  decrease  in  application 
development  product  sales,  which  was 
partially  offset  by  a 66%  increase  in  sales  of 
client/server  systems  management  products. 
Mainframe  product  sales  also  increased  7%. 

• Maintenance  fee  revenue  increased  21%  to 
$135.6  million,  due  to  growth  in  the  number 
of  installed  copies  of  its  products. 

• Professional  services  revenue  increased  31% 
to  $147.7  million,  due  primarily  to  increased 
business  at  new  and  existing  clients 
amounting  to  $9.6  million  and  $8.2  million 
at  the  company’s  Farmington  Hills  (MI)  and 
Milwaukee  (WI)  branches,  respectively. 

• For  the  nine  months  ending  December  31. 
1995,  approximately  34%  of  revenue  came 
from  software  products,  32%  from  software 
maintenance  fees  and  34%  from  professional 
services. 


Net  income  was  $19.2  million  (which  includes 
charges  for  purchased  research  and 
development  of  $24.9  million  associated  with 
the  acquisition  of  CoroNet  Systems  in 
November  1995),  compared  to  net  income  of 
$40. 1 million  for  the  same  period  a year  ago 
(which  includes  special  charges  of  $22.5 
million  related  to  the  acquisition  of  Uniface 
and  the  Simon  and  Oliver  products). 

Market  Financials 

Compuware  focuses  on  the  world’s  15,000 
largest  commercial  users  of  information 
technology. 

The  company  has  clients  in  banking, 
insurance,  telecommunications, 
manufacturing,  government  services  and  other 
industries. 

Geographic  Markets 

Compuware  derived  approximately  64%  of  its 
fiscal  1995  revenue  from  North  America,  26% 
from  Europe  and  the  remainder  from  other 
international  operations. 

A three-year  geographic  source  of  revenue 
summary  appears  on  the  following  page. 


Compuware  Corporation 
March  1996 


©INPUT  1996  Reproduction  prohibited. 


Page  5 of  11 


INPUT  Vendor  Profile 


Compuware  Corporation 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$344.3 

64% 

$276.8 

70% 

$214.0 

70% 

European  subsidiaries 

139.8 

26% 

103.6 

26% 

80.2 

26% 

Other  international 

49.8 

10% 

13.9 

4% 

10.4 

4% 

Total 

$533.9 

100% 

$394.3 

100% 

$304.6 

100% 

Acquisitions 

In  January  1996,  Compuware  announced  its 
intention  to  acquired  Technalysis  Corporation 
for  approximately  $30  million.  The  acquisition 
will  be  accounted  for  as  a purchase. 

• Technalysis.  based  in  Minneapolis,  is  a 
professional  services  firm  that  provides 
software  analysis,  design  and  programming 
services. 

• Technalysis  reported  revenue  of 
approximately  $19  million  for  1995. 

In  January  1996.  Compuware  acquired  Icons 
GmbH,  a professional  services  firm  located  in 
the  Duesseldorf/Dortmund  area  of  Germany. 
The  acquisition  will  be  accounted  for  as  a 
purchase. 

• Icons,  with  35  employees,  provides  value- 
added  information  technology  professional 
services  in  Germany.  The  company  has  a 
broad  base  of  project  management  expertise 
and  has  been  involved  with  many  large 
UNIFACE  projects  in  the  German  market. 
Icons  also  has  experience  in  integrating 
desktop  apphcations  into  the  SAP  R/3 
environment. 


• Icons  will  become  part  of  Compuware 
GmbH. 

In  February  1996,  Compuware  announced  it 
had  terminated  acquisition  talks  with 
Minneapolis-based  Born  Information  Services 
Group,  a computer-systems  staffing  firm. 

In  November  1995,  Compuware  acquired 
CoroNet  Systems,  Inc.  of  Los  Altos  (CA)  for 
approximately  $27  million.  The  acquisition 
was  accounted  for  as  a purchase. 

• CoroNet  is  in  the  process  of  developing 
chent/server  network  applications 
performance  management  tools.  Upon 
completion,  the  CoroNet  product  (renamed 
EcoNET)  is  expected  to  provide  a link 
between  network  and  systems  management, 
enabling  network  managers  to  see  who  is 
using  the  network  and  for  what  purpose. 

In  September  1995,  Compuware  acquired  the 
remaining  outstanding  common  stock  of 
Compuware  Nordic  AS  for  approximately  $9.4 
million.  Nordic  is  a majority  owned  subsidiary 
that  distributes  Compuware's  products  in 
Norway  and  Denmark. 

In  June  1994,  Compuware  acquired  the  Simon 
and  Oliver  interactive  analysis  and  debugging 
products  of  CICS  and  batch  environments 
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from  Advance  Programming  Techniques,  Ltd. 
for  $17.5  million. 

In  May  1994,  Compuware  acquired  Uniface 
Holding  B.V.  for  nearly  7 million  shares  of 
Compuware  common  stock. 

• Uniface  provides  its  UNIFACE  client/server 
development  tools  for  enterprise  applications 
and  associated  professional  services. 

• Uniface  had  revenue  of  approximately  $64 
million  and  $42.9  million  for  the  fiscal  years 
ending  March  31,  1994  and  March  31,  1993, 
respectively. 

In  March  1994,  Compuware  acquired 
Computer  People  Unlimited  for  820.000 
shares  of  Compuware  common  stock.  The 
acquisition  was  accounted  for  as  a pooling  of 
interests. 

• Computer  People  provided  professional 
software  services.  Computer  People  had 
revenue  of  approximately  $31.1  million  and 
$26.7  million  for  the  fiscal  years  ending 
March  31,  1994  and  March  31,  1993, 
respectively. 

• The  operations  of  Computer  People  have 
been  merged  into  Compuwmre. 

During  1994,  Compuware  acquired  Meta 
Technologies,  Inc.,  a Dallas-based  professional 
services  firm  with  a base  of  application 
development,  training,  consulting  and 
repository  design  clients. 

In  August  1993,  Compuware  acquired 
EcoSystems  Software,  Inc.  for  approximately 
651,000  shares  of  Compuware  common  stock 
in  a pooling-of-interests  transaction. 
EcoSystems  provides  production  application 
management  software  for  UNIX  client/server 
applications. 


In  January  1993,  Compuware  purchased  the 
Eyewitness  fault  diagnosis  product  line  from 
Landmark  Systems  Corporation  for  $12.4 
million. 

Employees 

As  of  March  31.  1995,  Compuware  had  4,105 
employees  (including  its  Australian,  Brazilian, 
Canadian,  Japanese  and  European 
subsidiaries),  segmented  as  follows: 


Product  sales,  sales  support 

and  marketing 802 

Research  and  development 404 

Product  maintenance  and 

customer  support 279 

Professional  services  marketing 

and  delivery 2,049 

General  and  administrative 571 

4,105 


The  company  currently  has  approximately 
4,800  employees,  including  more  than  2.800 
people  in  Compuware’s  Professional  Services 
Division. 

Key  Products  and  Services 

Compuware's  software  products  and 
professional  services  are  summarized  below. 

Software  Products 

Compuware  develops,  markets  and  supports 
an  integrated  line  of  mainframe  testing  and 
implementation  software  products,  as  well  as 
client/server  production  application 
management  and  application  development 
products. 

Testing  and  Implementation  products  provide 
programmer  productivity  in  testing, 
debugging  and  maintaining  large-scale 
application  software.  These  products  are 
grouped  into  four  product  families  as  follows: 
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• File  and  Data  Management  products 

include: 

- File-AID  (for  TSO/MVS,  IMS,  CICS,  DB2 
and  PC  workstations) 

- DBA- XPERT  (for  DB2  and  Oracle) 

- DATA-XPERT,  for  testing  client/server 
applications 

• Fault  Diagnosis  products  include: 

- Abend-AID  (for  TSO/MVS,  VSE,  IMS, 
CICS,  DB2) 

- CICS  Abend-AID/FX 

- Fault-XPERT  (for  OS/2,  HP-UX,  AIX, 
Microsoft  Windows) 

• Interactive  Analysis  and  Debugging 

products  include: 

- XPEDITER  (for  TSO/MVS,  VSE,  IMS, 
CICS,  DB2  and  PC  workstations) 

- XPEDITER+  (for  OS/2) 

- PATHVU  (for  PC  workstations) 

- RETROFIT  (for  PC  workstations) 

- Simon,  interactive  analysis  and  debugging 
for  batch  applications  with  PL/1  support 

- Oliver,  interactive  analysis  and  debugging 
for  CICS  with  PL/1  support 

• Automated  Testing  products  include: 

- PLAYBACK  (for  TSO/MVS,  VSE,  IMS, 
CICS.  DB2  and  PC  workstations  and 
client/server  applications) 

- Hiperstation  (for  TSO/MVS,  CICS) 


Design  and  Development  products  speed 
application  development  and  insulate 
applications  from  changes  in  underlying 
technology. 

• UNIFACE  is  Compuware’s  client/server 
development  environment  specifically 
designed  for  building  enterprise-scale 
business  applications.  UNIFACE  employs  a 
model-driven  approach  to  development. 

• UNIFACE  runs  on  Microsoft  Windows,  DOS, 
VMS,  MPE/IX,  Macintosh  System  7 and  a 
range  of  UNIX  platforms. 

• In  addition,  apphcations  built  with 
UNIFACE  have  access  to  relational  and 
nonrelational  data  sources,  including  Oracle, 
Sybase,  Informix.  Ingres  DB2/6000  and  Rdb. 

• UNIFACE  WebEnable,  announced  in  March 
1996,  allows  developers  to  build  and  deploy 
business-critical  applications  for  the  World 
Wide  Web.  The  product  is  the  first  step  in 
the  company’s  strategy  to  help  customers 
exploit  the  Internet/Intranet  for  enterprise 
computing. 

Production  Application  Management  products 
provide  access  to  and  control  over  entire 
systems  of  computers,  operating  systems, 
networks  and  applications,  including 
distributed  databases  and  other  client/server 
applications.  Products  include  the  following: 

• EcoDBA 

• EcoNET.  a network  management  system 

• EcoTOOLS,  for  monitoring  application  and 
UNIX  operating  systems  for  fault  and 
performance  problems 

• RemoteControl/2,  client/server  management 
software  for  distributed  OS/2  apphcations 
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In  February  1996,  Compuware  announced 
planned  support  for  the  next  generation  of 
UNIX  technology  announced  by  Hewlett- 
Packard  and  the  Santa  Cruz  Operation. 

Product  Maintenance  and  Customer  Support 
All  customers  who  subscribe  to  Compuware’s 
maintenance  and  support  services  are  entitled 
to  receive  technical  support  and  advice, 
including  problem  resolution  services  and 
assistance  in  product  installation,  error 
corrections,  and  any  product  enhancements 
released  by  Compuware  during  the 
maintenance  period. 

• Maintenance  and  support  services  are 
provided  primarily  by  telephone  access  to 
technical  personnel  located  in  Farmington 
Hills  (MI),  Alameda  and  Los  Gatos  (CA).  and 
in  offices  of  Compuware’s  European 
subsidiaries  and  distributors. 

• Perpetual  licensees  have  the  option  of 
renewing  their  maintenance  agreements 
each  year  for  an  annual  fee  of  approximately 
15%  of  the  then-current  list  price  of  the 
licensed  product.  Perpetual  licensees  also 
have  the  option  of  purchasing  maintenance 
for  up  to  five  years  on  a prepaid  basis. 

• In  fiscal  1995,  approximately  97%  of 
Compuware’s  existing  customers  renewed  at 
least  one  of  their  maintenance 
arrangements. 

Professional  Services 

The  objective  of  Compuware’s  professional 
services  is  to  create  long-term  relationships 
with  clients  in  which  its  professional  staff  join 
with  the  client’s  information  systems 
organization  to  plan,  design,  program, 
implement  and  maintain  technology-based 
solutions  to  achieve  client  business  goals. 


• Typically,  the  professional  services  staff  is 
integrated  with  the  client’s  development 
team  on  a specific  application  or  project. 

• Professional  services  staff  work  primarily  at 
client  sites  or  at  Compuware’s  Development 
Centers  in  Farmington  Hills  (MI), 
Milwaukee  (WI),  Alameda  (CA)  and 
Bethesda  (MD). 

Compuware  technical  speciahsts  have 
experience  across  a spectrum  of  technologies, 
including  mainframe,  midrange  and 
client/server  platforms. 

Services  provided  include  the  following: 

• Strategy  & Planning,  including  strategic 
systems  planning,  technology  architecture 
planning,  emerging  technology  evaluation, 
asset  management  planning,  and  IT 
organizational  design  and  skill  profiling 

• Requirements  & Design,  including  detailed 
business  modeling,  business  process 
redesign,  information  engineering  and 
network  design 

• Construction,  including  application 
development,  conversions,  development 
center  services,  testing  services  and 
education  and  training 

• Production,  including  application 
assessment,  apphcation  maintenance,  legacy 
system  renewal,  technical  support  services, 
capacity  planning,  performance  tuning,  data 
management,  operational  reviews  and 
network  management 

In  March  1996,  Compuware  unveiled  its 
Production  2000  strategy  that  combines  its 
software  products  with  professional  services 
staff  and  an  automated  process  to  provide  an 
integrated  approach  to  address  year-2000 
date-change  projects  from  start  to  finish. 
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The  company’s  Education  Resources  Group 
also  offers  more  than  40  educational  courses 
covering  a variety  of  technologies. 

Marketing  and  Sales 

Compuware  markets  its  software  products 
through  a combination  of  direct  sales, 
distributors,  value-added  resellers  and  OEMs 
in  37  countries  around  the  world.  The 
company  has  direct  sales  forces  in  the  U.S.. 
Canada,  Europe.  Japan,  Australia  and  Brazil. 

Compuware  markets  its  professional  services 
in  North  America  and  Europe  primardy 
through  account  managers. 

• Senior  professional  services  executives 
support  branch  marketing  efforts  by 
identifying  new  business  opportunities  and 
making  joint  sales  calls.  This  marketing 
structure  enables  Compuware  to  keep 
abreast  of,  and  respond  quickly  to,  the 
changing  needs  of  its  clients  and  to  call  on 
the  actual  users  of  Compuware’s 
professional  services  on  a regular  basis. 

• Uniface  professional  services  in  Europe  are 
generally  provided  in  conjunction  with 
product  sales. 

Alliances 

In  March  1996,  Compuware  announced  that  it 
will  resell  SOLID  Server  for  UNIFACE  under 
an  agreement  with  Solid  Information 
Technology  Ltd.,  based  in  Helsinki  (Finland). 
SOLID  Server  is  an  advanced,  SQL  database 
that  supports  the  UNIFACE  client/server 
application  development  environment. 

In  February  1996,  Compuware  announced  it 
will  support  Tivoli  Systems’  Applications 
Management  Specification  (AMS)  with  its  Eco 
suite  of  networked  applications  management 
products. 


In  December  1995,  Compuware  and  Digital 
Equipment  Corporation  announced  their 
partnership  in  the  Affinity  program,  a 
business  alliance  that  supports  the  integration 
of  Windows  NT  and  OpenVMS.  Through  this 
relationship,  Compuware’s  client/server  tools 
support  Digital’s  64-bit  computing 
environments  across  the  enterprise. 

In  October  1995,  Compuware  formed  an 
alliance  with  Digital  Equipment  Corporation 
whereby  Compuware's  EcoTOOLS  will 
support  the  Digital  UNIX  platform  and  Alpha 
workstations.  Both  companies  will  jointly 
sponsor  customer  seminars,  training  courses, 
and  conferences. 

In  April  1995,  Compuware  signed  a worldwide 
distribution  agreement  with  Mercury 
Interactive  Corporation  of  Santa  Clara  (CA) 
whereby  Compuware  will  market  a set  of 
Mercury  Interactive’s  automated  testing 
products  for  several  client/server  run-time 
environments  to  Compuware’s  8,000  plus 
software  users  worldwide. 

Compuware  is  an  HP  International  Channel 
Partner  and  an  HP  OpenView  Premier 
Partner. 

Competition 

Compuware’s  software  product  competitors 
include  BMC  Software,  Computer  Associates 
(including  LEGENT  products),  Gupta, 
Informix.  Oracle,  Platinum  Software, 
Powersoft,  Sybase  and  VIASOFT. 

Professional  services  competitors  include 
Andersen  Consulting,  EDS.  IBM  ISSC,  and 
numerous  small,  regional  and  local  firms  in 
the  same  areas  in  which  Compuware  has 
professional  services  offices. 
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INPUT  Assessment 

Compuware’s  strengths  include: 

• An  established  base  of  mainframe  software 
clients,  with  revenue  increasing 

• A successful  expansion  to  client/server 
offerings 

• Its  ability  to  provide  a total  solution  through 
software  products  and  professional  services 


Challenges  over  the  coming  year  include: 

• Completing  the  integration  of  acquired 
businesses 

• Successfully  releasing  client/server  versions 
of  all  of  its  product  lines 
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Comshare,  Inc. 


Chairman:  Richard  L.  Crandall 

President  & CEO:  T.  Wallace  Wrathall 
555  Briarwood  Circle 
Ann  Arbor,  Ml  48108 
Phone:  (313)994-4800 

Fax:  (313)994-5895 

Internet:  Http://www.comshare.com 


Status:  Public 

Employees:  694  (9/95) 

Revenue:  $108,358,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• Comshare  provides  a range  of  decision 
support  software  products  for  client/server 
environments. 

• During  the  past  two  years,  the  company  has 
made  a strong  push  to  deliver  client/server 
releases  of  its  mainframe  products.  As  a 
result,  software  license  revenue  increased 
more  than  92%  during  fiscal  1995  to  $49.3 
million. 


Company  Description 

Comshare  develops,  markets  and  supports 
client/server  decision  support  applications 
software  designed  to  improve  business 
analysis,  planning,  reporting  and  decision 
making. 

• Comshare’s  software  products  enable  the 
enterprise-wide  integration  and 
transformation  of  data  into  business-critical 
information  by  leveraging  on-line  analytical 
processing  (OLAP)  technologies. 

• The  company’s  software  applications  are 
targeted  to  three  decision  support 
markets — executive  information  systems 
(EIS),  financial  reporting  and  retail  decision 
support. 
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Founded  in  1966,  Comshare  was  one  of  the 
earliest  companies  to  offer  generalized 
commercial  timesharing  (processing)  services. 

• More  recently,  it  is  one  of  the  first 
companies  to  successfully  launch  an  OLAP 
product. 

• During  the  1980s,  the  company  reoriented 
its  business  strategy  to  offer  its  proprietary 
software  for  use  on  in-house  mainframes, 
microcomputers,  and  through  its  traditional 
processing  services. 

• Recently,  Comshare’s  products  have  been 
adapted  to  a client/server  environment  and 
have  been  modified  to  run  on  the  Windows 
operating  environment. 

On  November  22,  1995,  Comshare  made  a 
public  stock  offering  of  approximately  2.17 
million  shares  of  common  stock,  of  which  1.05 
million  shares  were  sold  by  shareholders.  A 
portion  of  the  $22  million  in  proceeds  will  be 
used  to  repay  $4.7  million  in  debt. 

Organization  and  Structure 

Comshare  is  headquartered  in  Ann  Arbor  (MI) 
and  markets  its  software  products  through 
direct  sales  operations  in  North  America, 
Canada,  France,  Germany,  the  U.K.  and 
Australia. 

Independent  agents  and  licensees  are  located 
in  34  additional  countries  around  the  world. 

Company  Strategy 

Comshare’s  objective  is  to  be  the  leading 
provider  of  client/server  decision  support 
applications  software  in  its  target  markets. 
Key  elements  of  Comshare’s  strategy  include: 

• Providing  customizable,  packaged 
applications  for  specific  industry  or 


functional  needs,  in  order  to  differentiate 
itself  from  competitors. 

• Continuing  to  develop  new  application- 
specific,  client/server  software  technology, 
internally.  Specifically,  Comshare  plans  to 
offer  its  new  Detect  and  Alert™  technology 
for  use  with  all  of  its  major  products. 

• Increasing  the  rate  at  which  it  licenses 
software  tools  from  third  parties  for 
incorporation  into  its  products,  in  order  to 
reduce  product  development  risk  and  time- 
to-market  for  new  products  and  product 
enhancements . 

• Leveraging  its  current  customer  base  to 
generate  additional  sales  opportunities. 
Comshare  also  intends  to  expand  its  sales 
force  to  improve  customer  service. 

• Expanding  its  international  customer  base 
by  leveraging  its  established  direct  and 
indirect  sales  distribution  networks,  through 
programs  developed  to  increase  market 
penetration  in  key  markets,  on  a worldwide 
basis. 

• Providing  superior  implementation, 
consulting,  training  and  support,  through  its 
industry  and  application  expertise. 

Financials 

Comshare’s  total  revenue  for  fiscal  1995  was 
$108.4  million,  a 12.1%  increase  over  fiscal 
1994  revenue  of  $96.6  million.  Net  income  for 
fiscal  1995  reached  $5.3  million  compared  to 
$0.2  million  the  previous  year. 

A five-year  financial  summary  appears  on  the 
following  page. 
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Comshare,  Inc. 

Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$108.4 

$96.6 

$105.2 

$119.2 

$124.7 

• Percent  change  from 

previous  year 

12% 

(8%) 

(12%) 

4% 

20% 

Income  (loss)  before  taxes 

$2.3 

$1.1 

$(1.1) 

$(13.0) 

$10.1 

• Percent  change  from 

(a) 

(a) 

(b) 

previous  year 

109% 

200% 

92% 

(229%) 

(6%) 

Net  income  (loss) 

$5.3 

$0.2 

$(1.8) 

$(11.1) 

$6.3 

• Percent  change  from 

previous  year 

★ 

111% 

84% 

(276%) 

(9%) 

Earnings  (loss)  per  share 

$0.63 

$0.03 

$(0.22) 

$(2.10) 

$1.16 

• Percent  change  from 

previous  year 

* 

114% 

89% 

(281%) 

7% 

* Percent  change  exceeds  1 ,000%. 

(a)  Includes  restructuring  charges  of  $2.3  million  in  fiscal  1994  and  $1.5  million  in  fiscal  1993  related  to  staff 


reductions. 

(b)  Includes  unusual  charges  of  $15.3  million  related  to  reducing  the  carrying  value  of  certain  software  to  its 
net  realizable  value. 


Revenue  for  software  licenses  increased  $11.4 
million  (30.2%)  over  fiscal  1994.  Comshare’s 
12.1%  increase  in  fiscal  1995  revenue  growth 
was  attributed  primarily  to  the  increase  in 
client/server  software  license  revenue. 

• Software  licenses  revenue  from  client/server 
products  increased  $17.8  million  (60.8%)  in 
fiscal  1995,  representing  92.3%  of  total 
software  license  revenues. 

• Revenue  from  software  licenses  derived  from 
mainframe  products  declined  $5.6  million 
(59.6%)  in  fiscal  1995. 

Software  maintenance  revenues  decreased 
approximately  $5  million  (12%),  partially 
offsetting  increases  in  software  license 
revenues.  This  decline  was  due  primarily  to 
the  25.2%  decrease  in  revenues  derived  from 


mainframe  products.  Client/server  software 
maintenance  revenue  in  fiscal  1995  increased 
$1.1  million,  an  increase  of  6.3%. 

Implementation,  consulting  and  other  service 
revenue  increased  $5.3  million  (30.9%)  to 
20.7%  of  total  revenue  in  fiscal  1995.  The 
increase  in  client/server  software  license 
during  the  fiscal  period  in  all  three  decision 
support  market  areas  created  increased 
demand  for  implementation,  consulting  and 
other  services. 

Internal  research  and  development 
expenditures  were  approximately  $16.2 
million  (6.7%  of  revenue)  in  1995,  compared  to 
$19.3  million  (5%  of  revenue)  in  1994. 
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Revenue  Analysis  by  Product  / Service 

Approximately  45%  of  Comshare’s  fiscal  1995 
revenue  was  derived  from  software  licenses,  of 
which  approximately  92%  came  from 
client/server  products  and  8%  from  the 
company’s  mainframe  products.  About  34%  of 
revenue  was  derived  from  software 
maintenance  revenue  and  the  remaining  21% 
from  implementation,  consulting  and  other 
services. 

The  increase  in  client/server  software  license 
during  the  fiscal  period  in  all  three  decision 
support  market  areas  created  increased 
demand  for  implementation,  consulting  and 
other  services. 


• Overall  software  license  revenue  grew  26% 
in  the  OLAP/EIS  market. 

• In  the  financial  reporting  applications 
market,  software  license  revenue  growth  of 
40%  year-to-year,  was  attributed  to  the 
second  major  Windows  release  of 
Commander™  FDC  and  Commander 
Budget. 

• Retail  decision  support  software  license 
revenues  rose  41%  in  fiscal  1995  compared 
to  1994. 

A three-year  summary  of  source  of  revenue  by 

product/service  is  shown  below. 


Comshare,  Inc. 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$49.3 

45% 

$37.9 

39% 

$40.4 

38% 

Maintenance 

36.7 

34% 

41.6 

43% 

43.1 

41% 

Implementation  services 

22.4 

21% 

17.1 

18% 

21.7 

21% 

Total 

$108.4 

100% 

$96.6 

100% 

$105.2 

1 00% 

Interim  Results 

Revenue  for  the  three  months  ending 
September  30,  1995  reached  $28.7  million,  a 
19%  increase  over  $24.2  million  for  the  same 
period  in  1994.  Net  income  for  the  period  rose 
18%,  to  $1.5  million  from  $.08  million  in  1994. 

Total  software  license  revenue  rose  40%  to 
$13.9  million  due  primarily  to  increased 
revenue  from  client/server  decision  support 
applications. 


• Total  software  license  revenue  growth  was 
principally  due  to  a 45%  increase  in  EIS 
software  license  revenue. 

• Financial  reporting  software  applications 
revenue  increased  49%,  and  software  license 
revenue  in  the  retail  decision  support 
market  increased  16%  for  the  three  months 
ending  September  30,  1995. 

Total  software  maintenance  revenue  for  the 
quarter  rose  to  $9  million,  up  from  $8.9 
million  for  the  same  period  in  1994. 
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• Client/server  software  maintenance  revenue 
increased  28%  to  $5.7  million,  up  from  $4.5 
million  for  the  same  period  in  1994. 

• Mainframe  software  maintenance  revenue 
fell  25%  to  $3.3  million,  offsetting  the 
growth  in  client/server  maintenance 
revenue. 

Implementation,  consulting  and  other  service 
revenue  reached  $5.7  million,  an  increase  of 
10%  over  $5.2  million  for  the  same  period  in 
1994. 


Market  Financials 

Comshare  derives  its  revenue  from  clients  in  a 
range  of  industries,  including  communications, 
financial  services,  health  care,  retail  and 
transportation,  as  well  as  government  and 
other  public  sector  organizations. 

Geographic  Markets 

Approximately  43%  of  Comshare’s  fiscal  1995 
revenue  was  derived  from  North  America  and 
the  remaining  57%  came  from  international 
sources.  A three-year  summary  of  geographic 
sources  of  revenue  follows: 


Comshare,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$48.5 

43% 

$43.2 

45% 

$45.6 

43% 

International 

59.9 

55% 

53.4 

55% 

59.6 

57% 

Total 

$108.4 

100% 

$96.6 

100% 

$105.2 

100% 

Employees 

As  of  September  30,  1995,  Comshare  had 
694  full-time  employees  worldwide, 
segmented  as  follows: 


Sales  and  marketing 259 

Consulting  and  implementation 

services 157 

Research  and  product 

development 141 

Customer  support  and 
administration 137 


694 


Key  Products  and  Services 

Software  Products 

Comshare  supplies  its  software  applications 
to  three  decision  support 
markets — EIS/DDS,  financial  reporting  and 
retail  decision  support. 

Executive  Information  Systems  (EIS)  — 
Commander  Series  is  a family  of 
client/server  products  that  assist  managers 
in  the  automation  of  information  access, 
integration,  analysis,  reporting,  and 
delivery. 

• Commander  Decision,  released  in 
December  1995,  is  a planning,  analysis 
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and  reporting  system  that  will  replace 
Commander  OLAP  as  the  company’s  main 
product. 

- Commander  Decision  provides  charts,  an 
integrated  mapping  system,  color-coded 
exception  reporting,  ad  hoc  queries  and 
calculations  and  Comshare’s  Detect  and 
Alert  system  which  enables  automatic 
monitoring  of  performance  controls. 

- Commander  Decision  has  a new  end-user 
front-end,  which  combines  Execu-View, 
Comshare’s  information  visualizer,  and 
Briefing  Book,  a series  of  preformatted 
reports. 

- Commander  Decision  accommodates 
Windows  ’95,  Windows  NT  3.5  and 
Windows  3.1.  Server  platforms  include 
Microsoft’s  Windows  NT  (Intel),  IBM’s 
OS/2;  or  HP’s  HPUX  operating  system. 

• Commander  OLAP,  released  in  1991,  is  a 
suite  of  software  providing  customizable 
enterprise-wide  business  planning, 
analysis,  reporting  and  decision-making 
capabilities.  It  consists  of  data  extraction 
tools,  a multidimensional  database, 
enhanced  server  technology,  agent 
technology  and  a variety  of  GUIs. 

• Comshare  sells  and  supports  System  W® 
and  IFPS  decision  support  software  for  use 
on  mainframe  computers.  Customers  use 
these  software  for  applications  similar  to 
those  performed  through  Commander 
OLAP. 

BOOST,  introduced  in  late  1995,  is  targeted 
at  the  very  large  consumer  packaged  goods 
industry  for  planning,  analysis  and 
forecasting  applications. 

Financial  Reporting  Applications — The 
Commander  product  line  offers  decision 


support  consolidation,  financial  reporting 
and  budgeting  applications.  The  products 
consist  of  data  extraction  tools,  a central 
database,  and  a choice  of  GUIs. 

• Commander  FDC  collects  and  consolidates 
financial  data  from  general  ledgers  within 
a multi-division  or  multi-location  company 
and  produces  consolidated  financial 
reports  for  management  and  statutory 
reporting.  It  also  performs  currency 
translation. 

• Commander  Budget  is  a distributed 
budgeting  system  which  allows  managers 
throughout  an  organization  to  prepare 
budgets  using  Microsoft  Excel  or  Lotus  1- 
2-3  front-end,  and  enables  central 
consolidation  of  the  budgets. 

Retail  Decision  Support 
Applications — ARTHUR™  product  line, 
introduced  in  1987,  is  a suite  of  retail 
decision  support  software  that  enables 
retailers  to  plan  merchandise  purchases  to 
control  inventory  levels,  tailor  their 
purchases  to  consumer  preferences  and 
market  trends  and  track  and  analyze  actual 
sales  performance. 

• ARTHUR  Planning  can  be  used  by  small 
retailers  on  a desktop  platform  or  by  larger 
retailers  using  ARTHUR  Plan  Monitor  as 
the  data  repository. 

• ARTHUR  Plan  Monitor  is  server-based, 
with  Arbor’s  Essbase  as  its  core 
multidimensional  database  software.  It 
may  also  be  used  as  a sales  tracking 
database. 

• ARTHUR  Performance  Tracking  has  an 
architecture  similar  to  Commander  OLAP, 
and  its  multidimensional  database  is 
mainframe-based. 
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• ARTHURView  is  Comshare’s  Execu-View 
information  visualizer  product  sold  under 
the  ARTHUR  brand  name. 

• ARTHUR  Allocation,  under  development, 
is  a merchandise  management  application. 

Software  license  fees  vary  depending  on  the 
product,  platform,  and  number  of  users 
supported.  Add-on  features  and  products 
are  available  for  additional  fees.  For  fiscal 
1995,  the  software  license  fee  for  a typical 
EIS,  financial  reporting  and  retail  decision 
support  application  (including  add-ons,  but 
excluding  maintenance)  averaged 
approximately  $110,000,  $82,000,  and 
$115,000  respectively. 

Services 

To  complement  its  products,  Comshare 
offers  implementation,  consulting  and 
training. 

• Implementation  and  consulting  services 
include  application  design  and 
modification,  installation  assistance, 
implementation  and  troubleshooting 
support. 

• Comshare  offers  training  at  customer  sites, 
at  local  sales  offices  and  at  its  central 
training  centers  in  Ann  Arbor  (MI)  and 
London  (England). 

The  company  also  offers  pre-sales  and  post- 
sales technical  support  and  maintenance. 
Customer  support  is  provided  through  its 
team  of  decision  support  specialists  and 
worldwide  agent/distributor  network. 


Clients 

Comshare  currently  provides  applications 
software  maintenance  at  more  than  3,000 
corporate  and  public  sector  customer  sites  in 
40  countries.  Comshare’s  customers  include 
many  Fortune  1000  and  Financial  Times 
1000  industrial  companies,  as  well  as  large 
and  mid-sized  companies  in  the 
communications,  financial  services,  health 
care,  retail  and  transportation  industries, 
and  many  governmental  and  other  public 
sector  organizations. 

A representative  sample  of  customers  who 
purchased  $50,000  or  more  in  software 
licenses  from  Comshare  in  1995  is  shown  in 
the  exhibit  on  the  following  page. 

Marketing  and  Sales 

Comshare  products  and  services  are  sold  on 
a worldwide  basis  by  a direct  sales  force  and 
by  an  extensive  worldwide  agent/distributor 
network.  Software  products  and  services  are 
marketed  in  the  U.  S.,  Canada,  the  U.K., 
France,  Germany,  and  Australia  through  a 
direct  sales  organization.  The  direct  sales 
operations  are  organized  geographically,  and 
by  industry  or  functional  decision  support 
expertise. 

Comshare  has  an  agent/distributor  network 
covering  34  countries  not  directly  served  by 
the  company.  Approximately  17%  of 
Comshare’s  total  revenue  in  fiscal  1995  was 
derived  from  its  agent/distributor  network 
that  markets,  implements  and  supports 
Comshare  products. 
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Exhibit 

Comshare  Partial  Client  List 


Product  Line/Client  List 

Product  Line/Client  List 

Product  Line/Client  List 

Executive  Information  Systems 

Financial  Reporting  Applications 

Retail  Decision  Support 

Allied  Signal  Inc. 

AMP  Incorporated 

AT&T  Corporation 

The  Bear  Stearns  Companies  Inc. 

British  Gas  PLC 

Bristol  Myers  Squibb  Co. 

Canadian  Coast  Guard 

Chase  Manhattan  Corporation 

CIBA  Vision  Corp.,  a subsidiary  of 
CIBA-Geigy  Ltd. 

Columbia  Gas  System  Service 
Corp. 

Internal  Revenue  Service 
Johnson  & Johnson,  Inc. 

Lenox,  Inc. 

Liz  Claiborne,  Inc. 

Old  Kent  Financial  Corp. 

The  Reader's  Digest  Association, 
Inc. 

Roadway  Package  System,  Inc. 
Rohm  & Haas  Co. 

Shell  Oil  Company 
Textron  Inc. 

TRW  Inc. 

U.S.  Bancorp 
Wells  Fargo  Bank,  N.A. 

Alberto-Culver  USA,  Inc. 

Barclays  Bank  PLC 
Cargill,  Inc. 

Franklin  Resources,  Inc. 
Hartmarx  Corporation 
Insignia  Financial  Group,  Inc. 
Interprovincial  Pipe  Line  Inc. 

Kerr  McGee  Chemical  Co. 

Lee  Company 
Nestle  France  S.A. 

Paging  Network,  Inc. 

Pegasus  Gold  Inc. 

Progress  Software  Corporation 

Bank  of  America  National  Trust  & 
Savings  Assn. 

Skadden,  Arps,  Slate,  Meagher  & 
Flom 

Starbucks  Corporation 
Time  Warner,  Inc. 

Toshiba  America,  Inc. 

Toyota  Motor  Corporation 
Tropicana  Products,  Inc. 

Watts  Regulator  Co. 

Boscov’s  Department  Stores  Inc. 
C&J  Clark  America  Inc. 

Coach  Leatherware  Co.,  Inc. 
CompUSA  Inc. 

Country  Road  Clothing  Pty.  Ltd. 
Dylex  Limited 
Foot  Action  USA 
Gantos,  Inc. 

ISSC  Corporation  (Eckerd  Drugs) 
J.Crew  Group,  Inc. 

Jockey  International,  Inc. 
Kaufhalle  AG 
Neiman  Marcus  Group 
NIKE,  Inc. 

Oshman’s  Sporting  Goods,  Inc. 
Service  Merchandise  Co.,  Inc. 
Sportmart  Inc. 

Sterling  Inc. 

Victoria’s  Secret  Stores 
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Alliances 

Comshare  licenses  third-party  software 
programs  and  tools  from  various  partners, 
including  Arbor  (Essbase),  Btrieve 
Technology,  Inc.  (Btrieve  database), 
Microsoft  (Excel)  and  Strategic  Mapping  Inc. 
(Atlas  View  SDK). 


Arbor’s  Essbase  multidimensional  database 
software  is  an  integral  part  of  the 
Commander  Decision,  Commander  OLAP, 
ARTHUR  Planning  and  Plan  Monitor 
products. 

Competition 

Major  competitors,  by  product/service  area, 
include  the  following: 


• EIS  market — Oracle  Corporation, 
Information  Resources,  Inc.  and  Dun  & 
Bradstreet  Software. 


• Financial  reporting  applications 
market — Hyperion  Software  Corporation. 


INPUT  Assessment 

Comshare’s  strengths  include: 

• Its  successful  transition  from  mainframe  to 
client/server  platforms 

• Delivering  complete  decision  support 
applications 

Challenges  over  the  coming  year  include: 

• Strengthening  penetration  into  niche 
markets 

• Increasing  the  company’s  visibility 
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CONNECT,  Inc. 


515  Ellis  Street 

Mountain  View,  CA  94043 

Phone:  (415)254-4000 

Fax:  (415)254-4800 

Internet:  http://www.connectinc.com 


Chairman,  President  & CEO:  Gordon  J.  Bridge 

Status:  Public 

Employees:  149(12/96) 

Revenue:  $10,180,000 

Fiscal  Year  End:  12/31/96 

Company  Description 

CONNECT,  Inc.,  founded  in  1987,  is  a 
developer  of  Internet-based  interactive 
commerce,  Internet-based  order 
management,  and  purchasing  software 
applications.  CONNECT’s  applications  are 
designed  to  automate  order  capture,  and 
streamline  distribution  processes. 

In  June  1997,  CONNECT  announced  the 
availability  of  OneServer™  2.0,  the 
company’s  latest  version  of  its  on-line 
application  platform  for  rapid  installation  of 
high  performance,  scaleable  Internet 
commerce  solutions. 


In  June  1997,  East  West,  a distributor  of 
royalty-free  sound  samples,  went  "live"  with 
its  Sounds  On-Line  interactive  commerce 
site  built  on  CONNECT's  OneServer 
application  platform. 

In  June  1997,  Southern  Electronics 
Distributors  International,  a distributor  of 
computer  and  communications  equipment, 
selected  CONNECT's  OrderStream™ 
application  to  power  its  "SED  On-Line 
Order  Express"  Web-based  catalog. 

In  April  1997,  CONNECT,  ANS 
Communications,  and  Hewlett-Packard 
announced  an  alliance  to  provide  hosting 
services  for  high-end  Internet-based 
interactive  commerce  applications. 
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In  April  1997,  Gordon  J.  Bridge  succeeded 
Tom  Kehler  as  Chairman,  President,  and 
CEO.  Previously,  Mr.  Bridge  had  been 
responsible  for  the  company’s  business 
development. 

In  August  1996,  CONNECT,  completed  its 
initial  public  offering  of  2.4  million  shares  at 
$6.00  per  share. 

Organization  and  Structure 

CONNECT  is  headquartered  in  Mountain 
View  (CA)  and  has  offices  throughout  the 
U.S. 

The  company  maintains  sales  offices  in 
Mountain  View  and  Woodland  Hills  (CA), 
Stamford  (CT),  Atlanta  (GA),  Oakbrook 
Terrace  (IL),  and  Vienna  (VA). 

Key  executives  are  listed  in  Exhibit  1. 


Exhibit  1 

CONNECT,  Inc. 
Key  Executives 


Name 

Title 

Gordon  J.  Bridge 

Chairman,  President  & CEO 

Kenneth  M.  Ross 

EVP,  Development  & CTO 

Victor  Fischer 

VP  & CIO 

Joseph  Girata 

VP  & CFO 

Steven  Auerbach 

VP,  Human  Resources 

Barton  S.  Foster 

EVP,  Sales  & Marketing 

Michael  Muller 

Founder 

Craig  D.  Norris 

VP,  Professional  Services 

Company  Strategy 

CONNECT’s  mission  is  to  design,  market, 
sell,  and  implement  Internet-based 
interactive  commerce,  order  management, 
and  purchasing  applications  for  global 
fortune-class  companies. 


Employees 

As  of  December  1996,  CONNECT  had  149 
employees,  segmented  as  follows: 


Marketing  and  sales 43 

Services 48 

Research  and  development 45 

Finance  and  Administration 13 


149 

The  company  currently  has  130  employees. 

Financials 

CONNECT’s  1996  revenue  reached 
approximately  $10.2  million,  a 19%  increase 
over  1995  revenue  of  $8.6  million.  The 
company  reported  a net  loss  of  $16.1  million 
in  1996  compared  to  a loss  of  $14.1  million 
in  1995.  Research  and  development 
expenditures  were  approximately  $4.7 
million  (46%  of  revenue)  in  1996,  compared 
to  $4.8  million  (47%  of  revenue)  in  1995. 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1997  reached  approximately  $1.9 
million,  an  increase  of  29%  over  revenue  of 
$1.5  million  for  the  same  period  in  1996. 

Net  losses  for  the  period  increased  2%,  from 
$5.1  million  in  1996  to  $5.2  million  in  1997. 

The  company’s  quarterly  loss  was  due  to  the 
continued  investments  in  sales,  marketing, 
and  software  development  in  anticipation  of 
greater  demand  for  its  products  and 
services. 

Market  Financials 

In  1996,  approximately  75%  of  CONNECT's 
revenue  was  derived  from  the 
manufacturing  industry,  and  the  remaining 
25%  from  the  services  industry. 
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Geographic  Markets 

Virtually  100%  of  the  company’s  revenue  is 
derived  from  the  U.S. 

Key  Products  and  Services 

Connect  Inc.  has  developed  products  and 
services  including  the  following: 

OneServer™  is  an  application  platform  for 
Internet-based  interactive  commerce  in  both 
the  business-to-business  and  business-to- 
consumer  markets.  OneServer  has  the 
following  features: 

• Five  levels  of  security  (to  provide 
features  for  protecting  transactions  and 
operational  data) 

• External  systems  integration  (to  provide 
performance,  flexibility,  and  secure 
integration  without  data  redundancy) 

• Dynamic  site  creation  (to  reduce  the 
amount  of  custom  code  and  CGI 
scripting  for  site  creation) 

OneServer ™ 2.0,  introduced  in  June  1997, 
adds  support  for  technologies  and  standards 
such  as  the  integration  of  Netscape's 
Enterprise  Server  and  development  and 
support  of  Java  applications  and  applets 
through  CONNECTS  J-Bahn  Java 
application  programming  interface.  The 
OneSever  2.0  allows  frequently  accessed 
information  to  be  stored  in  local  memory. 

OneServer  OrderStream™  is  an  Internet- 
based  Virtual  Sales  Channel  that  is 
designed  for  business-to-business  resellers 
and  distributors.  OrderStream  is  a 
packaged  application  built  on  the  OneServer 
platform  which  can  support  a full  sales  and 
distribution  channel  over  the  Internet. 


PurchaseStream™,  introduced  in  May  1997, 
is  an  Internet-based  application  software  to 
streamline  corporate  purchasing. 
PurchaseStream  enables  users  to  place 
orders  directly  from  their  desktops, 
delivering  increased  purchasing 
productivity,  improved  customer  service, 
and  decreased  costs. 

CONNECT  also  offers  the  following  on-line 
application  services: 

• Design  and  deployment  of  electronic 
commerce  solutions 

• Partnering  with  design  services  and 
system  integrators  to  meet  customer 
application  requirements 

• Training  and  support  for  developers, 
integrators,  customers,  and  content 
managers 

• Complete  7x24  hosting  and  support 
services 

Clients 

A sampling  of  CONNECT’s  customers 
include  Compaq,  Fruit  of  the  Loom,  Time 
Warner,  PhotoDISC,  Moore  Office  Systems, 
Reader’s  Digest,  Ameritech,  and  First  Data. 

During  the  fourth  quarter  of  1996, 
CONNECT  also  signed  a number  of  new 
customers  for  its  OneServer  and 
OrderStream  applications  including: 
Comark,  Southern  Electronics  Distributors, 
Geometric  Results  (subsidiary  of  Ford  Motor 
Company),  ColorDesk,  and  3Com. 

Alliances 

CONNECT  shares  partnerships  with  many 
companies,  including  Hewlett-Packard,  RSA 
Data  Securities,  Inc.,  Oracle,  and  Sun 
Microsystems. 
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In  February  1997,  the  company  joined  with 
Hewlett-Packard  and  CSC  to  launch  the 
Connect  QuickStart  Commerce  Workshop, 
which  is  designed  to  bring  customers  “live” 
with  a business-to-business  interactive 
commerce  solution  in  four  weeks. 

In  December  1996  CONNECT  teamed  with 
Netscape  Communications  Corporation  to 
deliver  Internet-based  interactive  commerce 
solutions.  This  agreement  will  result  in  the 
integration  of  Netscape’s  Enterprise  Server 
software  with  CONNECT’s  application 


software.  The  two  companies  also  plan  to 
participate  in  joint  marketing  activities  to 
expand  the  market  for  high-capacity 
interactive  commerce  solutions. 

Competition 

CONNECT's  major  competitors  include 
OMI,  BroadVision,  Informix/Illustra,  and 
Actra.  Potential  competitors  include 
client/server  applications  software 
companies  including  PeopleSoft,  Vantive, 
and  SAP,  and  EDI  solution  vendors,  such  as 
Sterling  Commerce  and  GEIS. 
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Consilium,  Inc 


J.J.  Golovin 
T.A.  Tomasetti 


94043 

(415)  691-6100 
(415)  691-6130 


Consilium 


Status:  Public 

Employees:  210(10/95) 

Revenue:  $33,857,000 

Fiscal  Year  End:  10/31/95 


Key  Points 

• Consilium  is  the  world's  leading  supplier  of 
integrated  manufacturing  execution  systems 
(MES)  software  and  services  to  discrete  and 
process  manufacturers. 

• Consilium  has  committed  substantial 
resources  over  the  past  several  years  to 
creating  a new  product  ( FlowStream ®)  for 
the  process  manufacturing  industry  and 
developing  distributed,  open  system  versions 
of  its  WorkStream®  product.  Research  and 
development  expenses  represented  32%  of 


total  revenue  in  fiscal  1995,  39%  in  fiscal 
1994,  and  36%  in  fiscal  1993. 

• In  July  1995,  Consilium  introduced 
WorkStream  DFS — a next-generation 
distributed  technology  framework — as  well 
as  three  new  application  servers.  The 
distributed  technology  framework  is  based 
on  a software  message  bus,  which  connects 
applications,  software  systems  and 
manufacturing  equipment  as  servers  on  a 
network. 

• In  October  1995,  Consilium  announced  an 
alliance  with  Avnet  Computer,  Digital 
Equipment  Corporation  and  Oracle 
Corporation  to  jointly  provide  an  upgrade 
path  for  WorkStream  users  to  migrate  from 
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older  Digital  VAX  systems  to  Digital’s  Alpha 
platform. 

• In  November  1995,  Consilium  announced  a 
partnership  with  Oracle  to  create  a total 
supply  chain  management  solution  for  the 
semiconductor  industry. 

Company  Description 

Consilium  provides  integrated  MES  software 
products  and  associated  support  services  to 
discrete  and  process  manufacturers. 

The  company’s  products  monitor  and  control 
the  five  essential  elements  of 
manufacturing — materials,  equipment, 
personnel,  specifications  and 
facilities — throughout  the  production  process 
and  correlate  critical  data  for  real-time 
visibility  and  control  of  manufacturing 
operations. 

• The  WorkStream  DFS  (Distributed  Factory 
System)  product  line  is  targeted  at 
manufacturers  that  produce  their  product  in 
discrete  lots  or  batches,  particularly  those  in 
the  semiconductor,  electronics  and  aerospace 
industries. 

• The  FlowStream  product  line  is  targeted  to 
industries  that  employ  batch  process 
manufacturing,  such  as  pharmaceuticals, 
medical  devices  and  specialty  chemicals. 

Consilium  also  offers  a range  of  services  to 
complement  its  products,  including  a 
Customer  Response  Center,  training  classes 
and  both  pre-  and  post-implementation 
consulting  services. 

Consilium  was  incorporated  in  California  in 
1978  and  reincorporated  in  Delaware  in 
March  1991.  The  company  has  been  a Digital 
Cooperative  Marketing  Program  (CMP) 
participant  since  1984  and  is  a Hewlett- 
Packard  Independent  Software  Vendor  (ISV). 


Operations  and  Structure 

Consilium's  key  executives  are  listed  below: 


Consilium  Key  Executives 


Name 

Title 

Jonathan  J.  Golovin 

Chairman 

Thomas  A. 
Tomasetti 

Frank  Kaplan 

President  and  CEO 
VP  Software  Development 
VP  International  Field 

Edward  Norton 

Operations  and 
Worldwide 
Services 

Lloyd  Payton 

VP  American  Field 
Operations 

Richard  H.  Van 

VP,  Admin  and  Finance, 

Hoesen 

CFO 

Clifton  Wong 

Controller 

Ralph  Zak 

VP  Marketing 

U.S.  offices  are  in  Atlanta  (GA),  Bedminster 
and  Cranford  (NJ),  Blue  Bell  (PA),  Dallas 
(TX),  Denver  (CO),  Irvine  (CA),  Minneapolis 
(MN)  and  Nashua  (NH).  A Canadian  office  is 
in  Oshaw7a  (Ontario). 

International  offices  are  in  England.  France, 
Germany,  Singapore,  South  Korea,  Taiwan 
and  Japan.  Consilium  also  has  distributors  in 
Japan,  Israel,  portions  of  Western  Europe,  and 
Southeast  Asia. 

Company  Strategy 

More  than  four  years  ago,  Consilium  launched 
a strategy  of  investment  to  address  the 
changing  needs  of  manufacturers  trying  to 
stay  competitive  in  a global  marketplace.  The 
company  has  developed  a new  distributed, 
open  systems  version  of  its  flagship 
WorkStream  product  and  created  a new 
product  ( FlowStream ) to  address  additional 
industries. 
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• The  company  has  released  WorkStream 
DFS,  a distributed  factory  system  to  link 
disparate  manufacturing  systems,  the  first 
use  of  which  will  be  to  integrate  new 
automation  capabilities  with  the 
WorkStream  and  WorkStream  Open  products 
for  semiconductor  customers. 

• Consilium  has  invested  nearly  $40  million 
during  the  last  four  years  to  broaden  its 
product  offerings. 

During  fiscal  1994,  Consilium  underwent  a 
worldwide  consolidation  of  its  operations 
(primarily  related  to  several  field  offices)  and 
recorded  a restructuring  charge  of  $1.4 
million. 

In  the  pharmaceutical  industry,  Consilium's 
objective  is  to  leverage  the  strength  in  its 
installed  base.  Customers  are  beginning  to 
shift  from  single  site  implementations  to 
corporate -wide  rollouts. 

In  the  semiconductor  industry,  Consilium  is 
working  to  capitalize  on  growth  in  capital 
spending,  particularly  in  Korea  and  Taiwan. 
Revenue  over  the  last  four  quarters  from  the 
semiconductor  industry  in  Asia  is  up  43%  from 
the  preceding  12  months.  In  addition,  new 
opportunity  exists  in  Japan,  where  major 
semiconductor  companies  for  the  first  time  are 
considering  replacing  internally  developed 
systems  with  MES  packages. 

Financials 

Fiscal  1995  revenues  were  $33.9  million,  a 
21%  increase  over  fiscal  1994  revenue  of  $27.9 
million.  The  company  recorded  net  income  of 
$627,000  in  fiscal  1995,  up  significantly  from 
net  losses  of  $6.2  million  for  fiscal  1994  (which 
included  restructuring  charges  of  $1.4 
million). 

Consilium  management  attributes  fiscal  1995 
results  to  the  following: 


• Product  license  revenues  increased  59% 
during  fiscal  1995  due  to  higher  levels  of 
sales  in  both  of  the  company’s  product  fines. 

- Revenue  from  the  WorkStream  DFS 
product  fine  increased  36%  during  fiscal 
1995  to  $12.4  million,  due  to  a resurgence 
in  the  semiconductor  industry  for 
Consilium’s  WorkStream  and  WorkStream 
Open  products  as  well  as  commercial 
availability  of  the  new  WorkStream  DFS 
application  servers. 

- Revenue  from  the  FlowStream  product  fine 
increased  207%  to  $4.4  million  in  fiscal 
1995  due  to  a higher  level  of  acceptance  of 
the  FlowStream  product  in  the 
pharmaceutical  industry,  which 
historically  has  not  used  packaged 
computer  systems  to  track  plant  floor 
operations. 

• Services  revenue  increased  10%  in  fiscal 
1995  due  to  an  increase  in  revenue  from 
consulting  services  and  to  higher 
maintenance  levels  from  the  WorkStream 
DFS  product  fines. 

• Development  revenues  decreased  63%  in 
fiscal  1995.  This  work  is  associated  with 
porting  agreements  and  co-funded 
development  contract  work  for  third  parties. 
The  decline  in  revenue  was  due  to  the 
completing  of  activities  related  to  certain 
customer-funded  development  projects. 

The  company’s  return  to  profitability  during 
fiscal  1995  was  due  to  higher  revenues  and 
lower  expenses,  partly  as  a result  of  the 
restructuring  that  took  place  in  the  third 
quarter  of  fiscal  1994. 

A five-year  financial  summary  is  shown  on  the 
following  page. 
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Consilium,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

10/95 

10/94 

10/93 

10/92 

10/91 

Revenue 

$33.9 

$27.9 

$28.5 

$27.6 

$27.4 

• Percent  change  from 

previous  year 

21% 

(2%) 

3% 

1% 

(5%) 

Income  (loss)  before  taxes 

$1.2 

$(5.5) 

$(5.0) 

$(5.2) 

$(1.6) 

• Percent  change  from 

previous  year 

122% 

(11%) 

(4%) 

(225%) 

(135%) 

Net  income  (loss) 

$0.6 

$(6.2) 

$(5.3) 

$(5.3) 

$(1.1) 

• Percent  change  from 

(a) 

previous  year 

11% 

(18%) 

- 

(382%) 

(134%) 

Earnings  (loss)  per  share 

$0.08 

$(0.85) 

$(0.75) 

$(0.77) 

$(0.15) 

• Percent  change  from 

previous  year 

109% 

(13%) 

3% 

(413%) 

(132%) 

(a)  Includes  a $1.4  million  restructuring  charge  taken  in  the  third  quarter  of  1994,  when  Consilium  curtailed 


operations  at  five  sales  offices. 


Revenue  Analysis  by  Product/ Service 

Approximately  50%  of  fiscal  1995  revenue  was 
derived  from  software  product  licenses;  47% 


from  software  maintenance  and  professional 
services;  and  3%  from  development  services. 

A three-year  summary  of  source  of  revenue  by 
product/service  follows: 


Consilium,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

10/95 

10/94 

10/93 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Software  products 
- WorkStream  DFS 

$12.4 

37% 

$9.2 

33% 

$6.0 

21% 

- FlowStream 

4A 

13% 

1.4 

5% 

M 

14% 

$16.8 

50% 

$10.6 

38% 

$9.9 

35% 

Maintenance 

10.8 

32% 

9.9 

35% 

9.6 

34% 

Professional  services  (a) 

5.2 

15% 

4.7 

17% 

6.1 

21% 

Development  services 

1.0 

3% 

2.7 

10% 

2.9 

10% 

Total* 

$33.9 

100% 

$27.9 

100% 

$28.5 

100% 

* Differences  due  to  rounding. 

(a)  Revenues  reported  with  maintenance  revenue  in  fiscal  1995. 
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A majority  of  Consilium’s  domestic 
customers  are  Global  Fortune  500 
companies  and  include  5 of  the  10  largest 
aerospace  firms,  4 of  the  10  largest 
chemical  manufacturers,  1 1 of  the  25 
largest  electronics  companies  and  10  of 
the  20  largest  pharmaceutical  firms 
worldwide. 

The  WorkStream  DFS  product  line  is 
marketed  to  manufacturers  of 
semiconductors,  complex  electronics  such 
as  disk  drives  and  flat  panel  displays,  and 
aerospace  products. 

The  FlowStream  product  line  is  targeted 
at  research  and  development  and 
manufacturing  operations  in  the 
pharmaceutical,  medical  device  and 
specialty  chemical  (fibers,  paints,  resins, 
plastics  and  film)  industries. 

Geographic  Markets 

Approximately  67%  of  Consilium’s  fiscal 
1995  revenue  was  derived  from  North 
America,  18%  from  Europe  and  15%  from 
Asia/Pacific  Rim. 

A three-year  geographic  source  of  revenue 
summary  follows: 


Consilium,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

10/95 

10/94 

10/93 

Geographic  Area 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$22.7 

67% 

$19.2 

69% 

$20.8 

73% 

Europe 

6.1 

18% 

4.9 

18% 

5.1 

18% 

Asia/Pacific  Rim 

5.1 

15% 

3.8 

13% 

2.6 

9% 

Total 

$33.9 

100% 

$27.9 

100% 

$28.5 

100% 

Interim  Results 

Revenue  for  the  three  months  ending 
January  31,  1996  reached  $9.2  million,  a 
20%  increase  over  $7.6  million  for  the 
same  period  in  1995.  Net  income  for  the 
quarter  was  $222,000,  compared  to 
$98,000  for  the  same  period  a year  ago. 

• Product  license  revenues  increased  26% 
over  the  same  period  last  year,  led  by  a 
57%  increase  in  WorkStream  DFS 
product  sales. 

• Significant  orders  were  received  from 
Burr-Brown  Corporation,  Hyundai 
Electronics,  Lederle  Pharmaceuticals 
and  National  Semiconductor. 

Market  Financials 

One  hundred  percent  of  Consilium’s 
revenue  is  derived  from  the  discrete  and 
process  manufacturing  industries.  Fiscal 
1995  revenue  was  derived  approximately 
as  follows: 


Semiconductor  and  electronics 69% 

Health  care  products 

and  chemicals 27% 

Other 4% 


100% 
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Employees 

As  of  October  31,  1995,  Consilium  had  210 
full-time  employees,  segmented  as  follows: 


Sales/marketing 61 

Product  development  and 

maintenance 71 

Services  and  support 46 

Management,  administration. 

and  finance 19 

Other 13 


210 

The  company  currently  has  208  employees. 

Key  Products  and  Services 

Consilium’s  WorkStream  and  FlowStream 
product  fines  monitor,  measure,  and  control 
the  five  essential  elements  of 
manufacturing — materials,  equipment, 
personnel,  specifications  and 
facilities — throughout  the  production 
process. 

WorkStream  DFS  Products 

The  WorkStream  DFS  product  family 
consists  of  multiple  software  products, 
WorkStream  and  WorkStream  Open ; a set  of 
24  integrated  software  modules  for 
managing  the  execution  of  a production  plan 
for  discrete  lot-based  industries;  a software 
communications  “message  bus”;  and  three 
functional  servers  providing  additional 
capabilities  in  a distributed,  client/server 
environment. 

• The  24  modules  are  grouped  into  four 
benefits  or  solutions  areas:  tracking; 
quality  and  engineering  management; 
planning;  and  process  control  and 
automation.  The  current  application 
servers  provide  capabihties  primarily  in 
the  areas  of  automation  and  quality. 


• The  WorkStream  and  WorkStream  Open 
software  products  are  written  in  COBOL 
and  C and  are  principally  licensed  to  run 
on  Digital  VAX  computers  under  VMS 
with  Oracle  CODASYL  DBMS  databases 
( WorkStream ) or  HP  9000  computers 
running  under  HP-UX  UNIX  and  the 
Informix  relational  database  ( WorkStream 
Open).  Plans  include  porting  WorkStream 
to  Digital  s Alpha  platform  running  Open 
VMS. 

• The  WorkStream  and  WorkStream  Open 
systems’  modules  are  integrated  through  a 
common  database,  permitting  all  modules 
to  obtain  information  simultaneously  from 
a single  data  source  and  through  a 
common  interface.  The  systems  are 
designed  to  allow  distributed  application 
processing  in  the  Digital  cluster  mode  and 
in  a client/server  mode. 

• The  W orkStream  DFS  servers  introduced 
in  1995  are  object-oriented  applications 
and  run  in  a UNIX-based  environment. 
They  are  designed  to  operate  in  a 
distributed  software  environment  and 
connect  to  an  ISIS  message  bus,  using 
standard  communication  protocols  to  talk 
to  either  WorkStream  or  WorkStream 
Open.  They  have  been  developed  in 
SmallTalk  and  use  Informix  relational 
database  software.  WorkStream  DFS 
servers  are  currently  available  to  run  on 
HP  9000  computers  under  HP-UX. 

• During  fiscal  1996,  Consilium  plans  to 
integrate  WorkStream  DFS  with  various 
order  processing,  financial  and  ERP 
systems  from  Oracle.  The  resulting 
system  will  be  marketed  as  a total  supply 
chain  management  solution  to  the 
semiconductor  industry. 

To  date,  WorkStream  DFS  products  have 
been  purchased  by  more  than  100  companies 
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for  230  sites  in  20  countries.  Approximately 
one-third  of  the  company's  existing 
customers  have  installed  WorkStream  at 
multiple  sites. 

FlowStream  Products 

The  FlowStream  product  is  designed  for 

companies  that  employ  batch  process  styles 

of  manufacturing  and  its  presently  targeted 

at  the  pharmaceutical  and  chemical 

industries. 

• FlowStream  addresses  six  benefits  or 
solution  areas:  batch  operations  tracking 
and  control;  inventory  or  materials 
management:  quality  management: 
document  management;  planning  and 
scheduling;  and  costing. 

• FlowStream  tracks  work-in-process 
activity  by  work  order,  down  through  each 
operation  or  step,  whether  automated  or 
manual. 

• FlowStream  is  written  in  C++  and  runs  on 
Digital  VAX  and  Hewlett-Packard  HP-UX 
systems  and  Rdb  and  Oracle  relational 
databases. 

• Interfacing  tools  within  FlowStream  allow 
integration  with  other  manufacturing 
applications  such  as  Enterprise  Resource 
Planning  (ERP),  Laboratory  Information 
Management  Systems  (LIMS)  and 
automation  controllers. 

To  date,  FlowStream  products  have  been 
purchased  by  18  companies  for  31  sites  in 
eight  countries. 

Maintenance  and  Support 
Consilium  provides  maintenance,  training, 
installation  support  and  on-site 
implementation  and  integration  consultants 
for  its  WorkStream  DFS  and  FlowStream 
product  lines. 


Maintenance,  which  consists  of  product 
enhancements  and  technical  support,  may  be 
purchased  after  the  expiration  of  the 
warranty  period,  which  is  currently  90  days, 
and  is  automatically  renewable  annually 
thereafter. 

• Annual  maintenance  fees  are  generally 
15%  of  the  list  price  of  the  modules  being 
maintained  and  are  subject  to  a Consumer 
Price  Index-based  inflator. 

• Product  support  services  are  provided 
worldwide  by  a combination  of  local  office 
technical  support  and  a Customer 
Response  Center. 

Consilium  also  offers  training  and  consulting 
services  through  its  Professional  Services 
organization. 

• Training  classes  are  regularly  scheduled  at 
regional  centers  or  customer  locations. 

• Consulting  services  cover  preselling 
analysis,  installation,  project  management, 
customization  and  application  integration. 

• Time-and-material-based  services  are  also 
offered  to  augment  Consilium's  consulting 
services  and  to  meet  specialized 
requirements. 

Clients 

A sample  of  clients  by  product  line  follows: 

WorkStream — Read-Rite  Corporation. 
Seagate  Microelectronics,  NCR,  South 
Carolina  Research  Authority,  National 
Semiconductor,  MEMC.  Altera,  Hitachi 
Semiconductor,  EM  Microelectronics, 
Thesys,  Advanced  Micro  Devices,  Digital, 
Philips  NV,  United  Microelectonics.  Harris 
Semiconductor,  SGS  Thomson,  and  Siemens. 
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WorkStream  Open — AMCC,  Zilog,  Alcatel 
CIT,  Hyundai  Electronics  Industries,  Fluke, 
LG  Semicon,  Hewlett-Packard,  and 
Motorola. 

Flow  Stream — Baxter  Healthcare 
Corporation,  Glaxo,  Pharmacia,  Rhone- 
Poulenc  Rorer.  AZKO  Faser  AG,  Hoechst 
division  of  Herberts  GmbH.  Eastman 
Chemical.  Hercules,  Lederle  Laboratories, 
Eli  Lilly,  Abbott  Laboratories,  Warner 
Lambert,  Schering  Plough,  and  WL  Gore. 

Marketing  and  Sales 

Consihum  markets  its  products  through  its 
direct  sales  force  in  the  U.S.,  Canada, 
France,  Germany,  Japan,  Malaysia, 
Singapore,  South  Korea,  Taiwan  and  the 
U.K.  The  company  also  uses  distributors  in 
Japan.  Israel,  Italy,  and  Taiwan. 

The  sales  cycle  for  a new  installation  of  a 
WorkStream  DFS  system  typically  ranges 
from  9 to  15  months  from  the  initial 
identification  of  a qualified  potential  user  to 
the  installation  of  the  software.  Sales  cycles 
for  FlowStream  have  run  from  9 to  18 
months. 

As  a Digital  Cooperative  Marketing  Partner 
(CMP)  and  a Hewlett-Packard  Independent 
Software  Vendor  (ISV),  Consihum 
participates  with  these  hardware  companies 
in  a variety  of  cooperative  marketing 
programs,  including  joint  appearances  at 
trade  shows,  joint  brochures,  joint  sales 
seminars  and  joint  sales  calls. 

Alliances 

In  October  1995,  Consilium  announced  an 
alliance  with  Avnet  Computer,  Digital 
Equipment  Corporation  and  Oracle 
Corporation  to  jointly  provide  an  upgrade 
path  for  WorkStream  users  to  migrate  from 
older  Digital  VAX  systems  to  Digital’s  Alpha 


platform.  When  available,  the  solution  will 
consist  of  a new  version  of  WorkStream 
running  on  the  Open  VMS  Alpha  operating 
system,  Alpha  hardware,  Oracle’s  ODASYL 
DBMS  database  and  a range  of 
implementation  services  from  Avnet. 

In  November  1995,  Consilium  announced  a 
partnership  with  Oracle  to  create  a total 
supply  chain  management  solution  for  the 
semiconductor  industry.  The  companies  will 
work  together  to  hnk  WorkStream  DFS 
software  tightly  with  Oracle’s  order 
processing,  financial,  and  enterprise 
resource  planning  systems. 

Honeywell  Industrial  Automation  and 
Control  is  using  FlowStream  for  its 
TotalPlant  solution,  which  integrates 
production,  process,  and  field  management 
systems. 

Consilium  has  a strategic  partnership  with 
systems  integrator  ITP  Systems  to  provide 
integrated  automation  solutions  to 
semiconductor  manufacturers  in  the  U.S. 
and  Europe. 

In  December  1995,  Consihum  outsourced  its 
computer  data  center  and 
telecommunications  services  to  EDS  under  a 
10-year  agreement. 

Competitors 

Consilium's  primary  competition  comes  from 
the  management  information  systems 
departments  of  its  largest  potential 
customers,  who  have  the  capability  to 
develop  software  internally. 

Direct  competition  in  the  semiconductor 
market  also  comes  from  Promis,  Inc,  which 
is  also  a Digital  CMP  participant. 

Consilium  anticipates  increased  competition 
from  other  vendors,  including  FASTech 
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(discrete  manufacturing  market)  and  SAP 
and  Incode  (pharmaceutical  market). 

INPUT  Assessment 

Consilium's  strengths  include  its  leading 
edge  on  the  manufacturing  execution 
systems  market  for  management  of  the  plant 
floor  and  the  expansion  of  its  product  lines 
for  open  systems  environments. 


The  company’s  recent,  sizable  investment  in 
products  has  further  strengthened  its 
position  against  competition. 

Challenges  include  developing  a successful 
marketing  organization,  shortening  sales 
cycles  and  proving  its  new  products  in  the 
marketplace.  Financially,  the  company 
must  sustain  a return  on  its  four-year 
investment  by  continuing  to  increase  the 
revenues  coming  from  its  new  products. 


Consilium,  Inc. 
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The  Continuum  Company,  Inc. 


Chairman:  Ronald  C.  Carroll 

President  & CEO:  W.  Michael  Long 

9500  Arboretum  Boulevard 
Austin,  TX  78759-6399 
Phone:  (512)345-5700 

Fax:  (512)338-7041 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
2,953  (3/95) 
$323,536,000 
3/31/95 


Key  Points 

• The  Continuum  Company  (Continuum)  is  an 
international  professional  services, 
outsourcing  (systems  operations)  and 
software  company  that  primarily  targets  life 
and  property  and  casualty  insurance 
companies. 

• In  December  1995,  Continuum  announced 
an  agreement  to  merge  with  Dallas-based 
Hogan  Systems,  expanding  Continuum’s 
products  to  include  software  and  related 
services  for  the  banking  and  finance 
industry. 


The  company  expanded  its  operations  in 
Europe  with  the  December  1995  acquisition 
of  SOCS  Groupe,  SA,  a Paris-based  software 
and  services  company  serving  the  insurance 
industry. 

Continuum  has  successfully  expanded  into 
the  outsourcing  arena.  During  fiscal  1995, 
outsourcing  revenue  increased  95%  to  more 
than  $108  million.  For  the  six  months 
ending  September  30,  1995,  revenue  from 
outsourcing  customers  was  $71.2  million 
(37%  of  total  revenue). 

Continuum  expanded  into  the  U.S.  health 
insurance  market  with  the  acquisition  of 
Pro*Systems,  Inc.  a provider  of  health 
insurance  administration  software. 
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Company  Description 

Continuum,  incorporated  in  1968,  provides 
applications  software  products,  associated 
professional  services,  systems  operations  and 
processing  services  primarily  to  the  life 
insurance,  general  insurance  (property  and 
casualty)  and  reinsurance  industry. 

• Outsourcing  services  offered  by  the  company 
range  from  providing  a customer  with 
remote  processing  of  a single  insurance 
application  to  the  complete  replacement  of  a 
customer’s  data  processing  department. 

• The  software  systems  marketed  by 
Continuum  automate  the  administrative 
functions  of  insurance  companies,  such  as 
issuing  policies,  paying  agents’  commissions 
and  complying  with  complex  government 
regulations  and  reporting  requirements. 

• Upon  completion  of  its  merger  with  Hogan 
Systems  (in  February  or  March  1996), 
Continuum  will  also  offer  integrated  on-line 
applications  software  and  related  services  to 
financial  institutions. 

Organization  and  Structure 

Continuum  Strategic  Solutions  International 
(CSSI),  headquartered  in  Austin  (TX),  is  an 
outsourcing  division  established  by 
Continuum  during  fiscal  1995  to  build  on  the 
company’s  success  in  providing  strategic 
outsourcing  solutions  that  help  insurance 
company  customers  meet  their  long-term 
business  goals. 

Continuum  Administrative  Services 
Corporation  (CASC),  headquartered  in  Dallas 
(TX),  was  formed  by  Continuum  to  enhance  its 
commitment  to  the  third-party  administration 
(TP A)  business.  CASC  provides  full-service 
solutions  combining  outsourcing  with 
administrative  support  for  insurers’  in-force 
business  and  new  product  launches. 


Continuum’s  Health  Services  Division, 
headquartered  in  Richmond  Heights  (OH), 
provides  health  insurance  administration 
software  to  the  U.S.  health  insurance  market. 

In  North  America,  in  addition  to  its 
headquarters  office  in  Austin  (TX),  Continuum 
has  offices  in  Dallas  (TX),  Wethersfield  (CT), 
Kansas  City  (MO),  Richmond  Heights  (OH) 
and  Toronto  and  Scarborough  (Ontario, 
Canada). 

Principal  operating  and  sales  facilities  in 
Europe  are  located  in  Camberley  (England) 
and  Oslo  (Norway).  Other  European 
administrative  and  sales  offices  are  in  Halifax 
(England),  Copenhagen  (Denmark),  Homburg 
(Germany),  Paris  (France),  Utrecht  (the 
Netherlands),  Stockholm  (Sweden),  Aarau 
(Switzerland),  Dublin  (Ireland),  and  Lisbon 
(Portugal). 

Principal  facilities  for  Pacific  Rim  operations 
are  located  in  Sydney  and  Melbourne 
(Australia)  and  Auckland  (New  Zealand). 

Other  Pacific  Rim  offices  are  in  Tokyo  (Japan), 
Singapore  and  Hong  Kong. 

Continuum’s  data  processing  facilities  in 
Austin  (TX)  were  closed  in  February  1994. 
Processing  services  are  now  provided  through 
DST  Systems’  facilities  in  Kansas  City  (MO). 
Continuum  operates  large  data  centers  in 
Sydney  (Australia)  and  Auckland  (New 
Zealand).  Other  data  processing  facilities  are 
in  Tokyo  (Japan)  and  Camberley  (England). 

Company  Strategy 

Continuum's  objective  is  to  be  the  preferred 
provider  of  software  products  and 
implementation  and  consulting  services  to  the 
global  insurance  industry. 

The  company  is  responding  to  significant 
changes  in  the  insurance  industry  with  the 
following  strategies: 

The  Continuum  Company,  Inc. 

January  1996 


Page  2 of  1 2 


©INPUT  1996.  Reproduction  prohibited . 


INPUT  Vendor  Profile 


• Flexible  Products — Continuum  has  extended 
its  commitment  to  an  open,  integrated 
systems  environment  through  Enterprise 
Solutions  by  Continuum™  (ES/C),  its 
strategy  for  delivering  software  in  smaller 
components  that  can  be  readily  integrated 
with  a customer's  existing  and  future 
systems.  ES/C  includes  a modular,  open 
architecture  approach  to  software 
development.  Various  functions  that 
traditionally  would  be  inseparable  parts  of  a 
single  large  software  system  are  divided  into 
discrete  products  that  can  be  installed  and 
used  one  at  a time  or  in  combination.  Open 
architecture  principles  allow  these  separate 
software  products  to  be  integrated  readily 
not  only  with  one  another,  but  also  with 
customers’  existing  and  future  systems  from 
Continuum  or  third  parties. 

• Geographic  and  Product  Diversity — Since 
the  early  1980s,  Continuum  has  pursued  a 
strategy  of  establishing  a strong  local 
marketing  presence  and  customer  support 
capability  in  each  of  the  three  major 
insurance  geographies — North  America, 
Europe  and  the  Pacific  Rim — and  has  since 
expanded  its  geographic  presence  and 
product  lines  through  acquisitions  and 
development  programs. 

• Outsourcing  Provider — Continuum  believes 
that  its  insurance  expertise,  established 
customer  base  and  broad  insurance  product 
offerings  position  it  to  pursue  outsourcing 
(systems  operations)  contracts  with 
insurance  companies. 

Financials 

Continuum’s  financials  have  been  restated  to 
reflect  the  pooling-of-interests  acquisition  of 
Paxus.  The  results  also  reflect  the  Vantage 
merger,  which  was  accounted  for  as  a 
purchase,  since  September  30,  1993. 


Continuum’s  fiscal  1995  revenue  reached 
$323.5  million,  a 14%  increase  over  fiscal  1994 
restated  revenue  of  $242.9  million.  Income 
reached  $26.2  million  in  fiscal  1995,  compared 
to  net  losses  of  $29.8  million  for  fiscal  1994, 
which  included  nonrecurring  charges  of  $48.6 
million  that  were  related  to  the  Paxus  and 
Vantage  acquisitions. 

A four-year  financial  summary  is  shown  on  the 
following  page. 

Continuum  management  attributes  fiscal  1995 
results  to  the  following: 

• Service  revenues  increased  33%  to  $301.8 
million.  The  increase  is  mostly  attributed  to 
a growing  outsourcing  business  and  to  the 
inclusion  of  a full  year’s  results  from 
Vantage.  North  American  customers 
accounted  for  40%  of  total  services  revenues, 
European  customers  accounted  for  22%  and 
the  Pacific  Rim  accounted  for  38%. 

• Outsourcing  revenue  increased  95%  to 
$108.9  million  during  fiscal  1995. 

• License  revenues  increased  44%  to  $21.1 
million  due  to  increased  sales  of  VANTAGE- 
ONE  and  COLOSSUS. 

• Income  for  fiscal  1995,  before  nonrecurring 
charges  and  income  taxes,  was  $38.1  million, 
compared  to  $13.9  million  in  fiscal  1994. 

The  improved  performance  was  due  to  an 
increase  in  service  revenue  and  gross  profits 
and  a 16%  decrease  in  marketing  and 
administration  expenses  to  $50.6  million, 
more  than  offsetting  the  decrease  in  license 
revenue  and  the  18%  increase  in  net  interest 
expense  to  $3.8  million.  These  improved 
results,  especially  in  the  second  half  of  the 
year,  reflect  the  benefits  from  the 
acquisitions  and  restructuring. 


The  Continuum  Company,  Inc. 
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The  Continuum  Company,  Inc. 
Four-Year  Financial  Summary 
(S  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

3/95 

3/94 

3/93 

3/92 

Revenue 

$323.5 

$242.9 

$238.9 

$263.6 

• Percent  change  from 
previous  year 

33% 

2% 

(9%) 

1% 

Income  (loss)  from  continuing 
operations  before  taxes 

$38.1 

$(34.7) 

(a) 

$(1.1) 

$(10.1) 

• Percent  change  from 
previous  year 

210% 

* 

* 

k 

Net  income  (loss) 

$26.2 

$(29.8) 

$(4.6) 

$(24.2) 

• Percent  change  from 
previous  year 

188% 

* 

* 

★ 

Earnings  (loss)  per  share 

$1.38 

$(1 .79) 

$(0.31) 

$(1.66) 

• Percent  change  from 
previous  year 

1 .77% 

* 

★ 

k 

(a)  Includes  restructuring  and  other  costs  of  $32.6  million  and  purchased  research 
and  development  charges  of  nearly  $16  million  associated  with  acquisitions  made 
during  fiscal  1994. 


Interim  Results 

Revenue  for  the  six  months  ending 
September  30,  1995  reached  $194.5  million,  a 
29%  increase  over  $150.2  million  for  the  same 
period  in  1994.  Net  income  reached  $16.4 
million,  compared  to  net  income  of  $11.9 
million  for  the  same  period  a year  ago. 

• Service  revenue  rose  28%  to  $180.2  million, 
of  which  $71.2  million  was  derived  from 
outsourcing  services.  Service  profits 
reached  $42.5  million,  up  from  $35.3  million 
for  the  same  period  a year  ago. 

• License  revenue  rose  nearly  50%  to  $13.8 
million,  primarily  due  to  North  American 
customer  sales. 


• Marketing  and  administration  expenses 
remain  the  same,  at  17%  of  total  revenue. 

Revenue  Analysis  by  Product  / Service: 

INPUT  estimates  that  approximately  59%  of 
Continuum’s  fiscal  1995  revenue  was  derived 
from  its  various  professional  services, 
including  customer-funded  software 
development,  system  installation,  education, 
consulting,  product  support  and 
enhancements;  34%  from  systems  operations 
and  processing  services;  and  7%  from 
software  licenses. 

A three-year  summary  of  source  of  revenue, 
as  provided  by  Continuum,  appears  on  the 
following  page. 
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The  Continuum  Company,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Services  (a) 

301.8 

93% 

$227.4 

94% 

$211.3 

88% 

Software  licenses 

21.1 

7% 

14.7 

6% 

25.1 

11% 

Interest  income 

0.6 

- 

0.8 

- 

2.5 

1% 

Total 

$323.5 

1 00% 

$242.9 

100% 

$238.9 

100% 

(a)  Includes  maintenance/enhancement  services,  processing/systems  operations  and  professional 
services. 


Market  Financials 

The  majority  of  Continuum’s  revenue  is 
derived  from  the  insurance  industry  (65% 
from  life  insurance  companies  and  35%  from 
property  and  casualty  insurance  companies). 
Continuum  also  has  clients  in  the  financial 
services,  health  care  and  other  industries. 

Continuum’s  marketing  efforts  are  directed 
primarily  at  large  and  medium-sized  life  and 
property  and  casualty  insurance  companies  in 
North  America,  the  U.K.,  Western  Europe 
and  the  Pacific  Rim. 

Geographic  Markets 

Approximately  38%  of  Continuum’s  fiscal 
1995  revenue  was  derived  from  the  U.S.,  22% 
from  Europe,  37%  from  the  Pacific  Rim  and 
3%  from  Canada  and  other  sources.  A three- 
year  summary  of  geographic  source  of 
revenue  is  shown  on  the  following  page. 

Acquisitions 

In  December  1995,  Continuum  announced  an 
ageement  to  merge  with  Hogan  Systems,  Inc. 
of  Dallas  (TX)  for  a total  value  of  about  $230 
million  in  stock  and  options.  The  merger  will 
be  accounted  for  as  a pooling  of  interests. 


• Hogan  provides  professional  services  and 
applications  software  products  to  financial 
institutions  worldwide.  Hogan  supports 
nearly  130  of  the  world’s  largest  banks. 

• The  company’s  products  support 
transaction  accounting,  relationship 
management  and  management  information 
applications. 

• Hogan  reported  revenue  of  $92.6  million 
and  net  income  of  $6.3  million  for  the  fiscal 
year  ending  March  31,  1995.  For  the  six 
months  ending  September  30,  1995,  Hogan 
had  revenue  of  $51.1  million  and  net 
income  of  $4. 1 million. 

• Hogan  will  become  a wholly  owned 
subsidiary  of  Continuum  with  continuing 
operations  in  Dallas  (TX),  Frankfurt 
(Germany),  London  (England)  and 
Melbourne  (Australia).  Combined, 
Continuum  and  Hogan  will  have  a customer 
base  of  approximately  750  financial  services 
institutions  worldwide. 


The  Continuum  Company,  Inc. 
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The  Continuum  Company,  Inc. 

Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

123.1 

38% 

$67.7 

28% 

$39.6 

17% 

Europe  (a) 

71.3 

22% 

74.6 

31% 

93.5 

39% 

Pacific  Rim  (b) 

118.1 

37% 

92.8 

38% 

94.0 

39% 

Canada  and  other  (c) 

11.0 

3% 

7.8 

3% 

11.2 

5% 

Total 

$323.5 

100% 

$242.9 

100% 

$238.9 

100% 

(a)  Includes  export  revenue  from  the  U.S.  of  approximately  $1.7  million  in  fiscal  1994,  $12.2  million  in  fiscal 
1993  and  $18.8  million  in  fiscal  1992. 


(b)  Includes  export  revenue  from  the  U.S.  of  approximately  $1 1.2  million  in  fiscal  1995,  $7.5  million  in  fiscal 
1994  and  $11.0  million  in  fiscal  1993. 

(c)  Includes  export  revenue  from  the  U.S.  of  approximately  $7.5  million  in  fiscal  1995,  $3.3  million  in  fiscal 
1994  and  $2. 1 million  in  fiscal  1993. 


In  December  1995,  Continuum  completed 
the  acquisition  of  SOCS  Groupe,  SA,  a 
Paris-based  software  and  services  company, 
for  approximately  $35  million. 

• SOCS  is  a leading  provider  of  insurance 
applications  software  and  related  services 
to  the  French  insurance  industry.  Its 
primary  insurance  product  is  AIA,  a 
client/server  insurance  administration 
application  supporting  both  individual 
and  group  life  and  health  insurance. 

• SOCS  has  more  than  130  insurance 
customers  in  Europe,  primarily  in  France. 

• With  the  addition  of  SOCS’  200 
employees,  Continuum’s  European 
customers  will  be  serviced  by  a local  staff 
of  1,000. 

During  1995,  Continuum  acquired 
Pro*Systems,  Inc.  of  Richmond  Heights 
(OH). 


• Pro*Systems  provides  health  insurance 
administration  software  to  the  U.S. 
health  insurance  market.  Its  products 
include  the  Claims*2000  system. 

• Pro*Systems  now  operates  as  the  Health 
Services  Division  of  Continuum. 

In  May  1995,  Continuum  acquired  The  Ra 
Group  Ltd.  from  Sun  Alliance  Group  Pic  for 
approximately  $9  million. 

• The  Ra  Group  Ltd  provides  systems  to 
insurance  brokers  in  the  U.K., 
predominantly  in  the  property  and 
casualty  sector.  The  company  also 
provides  a range  of  services  to  insurance 
brokers,  such  as  updated  ratebooks, 
electronic  data  interchange  (EDI)  links  to 
insurance  companies,  insurance  document 
printing  and  specialist  broker  insurance 
products,  and  markets  insurance-related 
computer-based  training  systems  and  four 
expert  systems,  including  an  expert 
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underwriting  system  and  three  point-of- 
sale  systems  for  life  insurance  salesmen. 

• Ra  Group,  headquartered  in  Halifax 
(England),  has  180  employees  and 
revenues  of  $15.1  million  for  calendar 
1994. 

In  October  1993,  Continuum  acquired 
Vantage  Computer  Systems,  Inc.  of 
Wethersfield  (CT)  from  DST  Systems,  Inc. 
for  approximately  four  million  shares  of 
Continuum  common  stock. 

• Vantage  serves  the  insurance  industry 
with  processing  services,  third-party 
administration  services,  software  and 
consulting  services.  Its  key  product  is  the 
VANTAGE-ONE  life  insurance 
administration  system. 

• This  acquisition  added  approximately  500 
employees,  located  mostly  in  Kansas  City 
(MO)  and  Wethersfield  (CT). 

• Vantage  generated  approximately  $45 
million  in  revenue  during  1993,  up  from 
about  $40  million  for  1992. 

• As  a result  of  the  transaction,  DST  owns 
approximately  19%  of  Continuum's 
outstanding  stock. 

• Continuum  and  DST  also  have  entered 
into  an  agreement  that  allows  Continuum 
to  purchase  processing  resources  from 
DST.  Continuum  expects  that  this 
agreement  will  substantially  reduce  its 
data  processing  costs  and  will  enhance 
the  market  appeal  of  Continuum's 
outsourcing  services.  Continuum  closed 
its  processing  center  in  Austin  (TX)  in 
February  1994. 

In  August  1993,  Continuum  acquired  Paxus 
Corporation  Limited  of  Sydney  (Australia) 
for  approximately  3.8  million  shares  of 
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Continuum  stock.  The  acquisition  was 
accounted  for  as  a pooling  of  interests. 

• Paxus  was  an  international  professional 
services,  software,  processing/systems 
operations  firm  targeting  insurance, 
financial  services  and  other  companies 
throughout  Europe  and  the  Pacific. 

• As  measured  by  revenues  and  staff,  Paxus 
was  approximately  the  same  size  as 
Continuum. 

• The  acquisition  of  Paxus  substantially 
broadened  Continuum’s  customer  base 
and  staff  in  Europe  and  the  Pacific  Rim 
and  gave  the  company  several  important 
new  product  offerings,  including 
LIFE/400,  POLISY/400,  SISC  and 
CAPSIL.  Approximately  220  customers 
have  purchased  licenses  to  Paxus 
products. 

• The  acquisition  gave  Continuum 
approximately  1,000  new  employees, 
located  in  Sydney  and  Melbourne 
(Australia),  Auckland  (New  Zealand), 
Singapore,  London  (England),  Oslo 
(Norway)  and  Toronto  (Canada). 

• The  operations  of  Paxus  have  been 
merged  into  Continuum. 

Employees 

As  of  March  31,  1995,  Continuum  had 
approximately  3,000  full-time  employees. 
Approximately  1,400  (47%)  of  these 
employees  were  based  in  North  America, 

600  (20%)  in  Europe  and  1,000  (33%)  in  the 
Pacific  Rim. 

As  of  September  1995,  the  company  had 
approximately  3,300  employees;  increases 
were  in  North  America  and  Europe. 
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Key  Products  and  Services 

Continuum's  fee-based  services  business, 
which  currently  provides  over  93%  of  the 
company's  total  revenue,  is  built  around 
proprietary  applications  software  systems 
and  emphasizes  long-term  relationships 
with  customers.  Continuum’s  outsourcing 
contracts  tend  to  be  long-term 
relationships.  The  implementation  of  the 
software  generally  requires  significant 
customization  to  meet  the  needs  of 
individual  customers.  Continuum  also 
provides  significant  enhancement  and 
maintenance  services  to  its  software  clients. 

Life  Insurance  Software  Products 

VANTAGE-ONE  is  a real-time  system 
offering  capabilities  for:  New  Business 
Issue  and  Automated  Underwriting; 

Product  Administration;  Agency  and 
Commission  Support;  and  Payout 
Administration. 

• Standalone  VANTAGE-ONE  components 
include  the  VANTAGE-ONE  New 
Business/Underwriting  System,  the 
VANTAGE-ONE  Administration  System 
(available  by  product  line),  the 
VANTAGE-ONE  Distribution  Support 
System  and  the  VANTAGE-ONE 
Repetitive  Payment  System. 

• All  VANTAGE-ONE  components  are 
available  in  both  mainframe  and  local- 
area  network  (LAN)  versions.  During 
fiscal  1995,  Continuum  completed  the 
final  components  of  the  client/server 
version  of  the  VANTAGE-ONE  software 
system. 

LIFE/70®,  LIFE-COMM®  III  and  CLOAS® 
support  batch  and  on-line  processing  and 
provide  administrative  capabilities  to  life 
insurance  companies,  including  billing  and 
collections,  agency  administration,  policy 
generation  and  administration  and 


regulatory  reporting.  These  products  have 
been  extensively  enhanced  and  extended 
since  their  introduction  and  currently  have 
product  support  programs  funded  by 
approximately  90  customers. 

• LIFE/70  was  introduced  by  Continuum  in 
1971  and  LIFE-COMM  III,  a similar 
system,  was  acquired  by  Continuum  in 
late  1984.  These  products  have  been 
marketed  primarily  to  U.S.  life  insurance 
companies. 

• CLOAS  was  developed  in  Australia  and 
introduced  in  the  late  1970s  by 
Computations.  Most  users  are  located  in 
Australia  and  Europe. 

LIFE/400,  acquired  with  Paxus,  is  an  IBM 
AS/400-based  individual  life  and  pensions 
administration  system  for  both  traditional 
and  unit-linked  insurance  products.  This 
multilingual,  multicurrency  system 
provides  a range  of  client  and  agent 
administration  services,  including  policy 
handling,  accounting,  claims  and 
termination  services  and  reinsurance. 

CAPSIL,  also  acquired  with  Paxus,  is  an 
individual  life  and  pensions  administration 
system  designed  for  IBM  mainframes. 

• CAPSIL  was  specifically  created  to  meet 
the  needs  of  the  European  life  insurance 
industry. 

• The  product  supports  both  traditional  and 
unitized  insurance  products  by  providing 
sales  and  marketing  support,  new 
business  and  underwriting,  client 
services,  premium  collection  and 
accounting,  agency  and  commission 
handling,  unit  accounting,  reinsurance, 
general  ledger,  financial  reporting, 
valuation  and  statutory  reporting  and 
system  audit  and  control  capabilities. 
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• CAPSIL  is  now  being  used  at  more  than 
40  sites  across  Europe. 

The  CLIENT/CONTRACT 
ADMINISTRATION  (CCA)  System  is  a 
large,  complex,  interactive  and  on-line 
administrative  and  marketing  system  for 
life  insurance  companies,  first  released  in 
1987. 

• The  CCA  System  is  available  for  IBM  and 
compatible  mainframes  running  under 
MVS/XA. 

• Modules  include  the  CLIENT 
MANAGEMENT  System,  the 
DISTRIBUTION  MANAGEMENT 
System,  the  PRODUCT  MANAGEMENT 
System  and  the  CONTRACT 
MANAGEMENT  System. 

ES/C  Life  Insurance  Products  are  the  result 
of  development  projects  funded  by  the  CCA 
Advanced  Development  Program  (described 
under  the  Alliances  section  of  this  report). 
These  products  are  collectively  marketed 
under  the  name  CCA2.  The  products 
include  the  following: 

• CMS/ES — the  Client  Management 
System/Enterprise  Solution — is  a client 
management  system  that  allows  an 
insurance  company  to  consolidate 
information  about  all  of  its  customers  in  a 
single  database. 

• DMS/ES — the  Distribution  Management 
System/Enterprise  Solution — performs 
major  functions  required  for  an  insurance 
company  to  support  its  distribution 
systems,  including  the  payment  of 
commissions,  new  business  production 
reporting,  measurement  of  sales 
performance  and  regulatory  compliance. 

• CAS/ES — the  Contract  Administration 
System/Enterprise  Solution — performs 
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the  major  administrative  functions 
associated  with  life  insurance  policies, 
including  new  business  processing, 
regulatory  reporting  and  contract 
administration  for  a range  of  traditional 
and  nontraditional  insurance  policies. 

• CHP/ES — the  Continuum  Host 
Platform/Enterprise  Solution — is  the  host 
platform  for  CMS/ES,  DMS/ES  and 
CAS/ES. 

• CDP/ES — the  Continuum  Development 
Platform/Enterprise  Solution — is  the 
development  platform  for  other  ES/C 
products.  It  provides  a set  of  software 
development  and  management  tools  and 
can  be  used  by  customers  for  developing 
and  enhancing  systems. 

Property  and  Casualty  Insurance  Software 
Products 

COGEN  is  an  on-line,  real-time,  relational 
database  system  for  property  and  casualty 
insurance  companies  that  provides  various 
administrative  and  marketing  capabilities. 

• Functions  supported  include  client 
handling,  underwriting,  claims 
management,  reinsurance,  payables  and 
receivables  management,  regulatory 
reporting  and  various  productivity  tools. 

• COGEN  is  available  for  IBM  and 
compatible  mainframes  operating  under 
MVS/XA  and  MVS/ESA. 

• Continuum  has  enhanced  COGEN  to 
comply  with  ES/C  principles  and  to  add 
specific  functionality  for  the  U.S.  market. 

COLOSSUS  is  an  artificial  intelligence 
system  that  assists  claims  adjusters  with 
the  evaluation  and  settlement  of  bodily 
injury  claims.  The  system  runs  on  IBM  and 
compatible  mainframes  or  microcomputers. 
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POLISY/400,  acquired  with  Paxus,  is  an 
IBM  AS/400-based  underwriting,  claims 
administration  and  reinsurance  system  for 
the  fire  and  general  insurance  industry, 
handling  both  commercial  and  personal 
insurance  products. 

SICS,  acquired  with  Paxus,  is  a software 
system  designed  for  the  reinsurance 
processing  requirements  of  the  insurance 
industry  in  Europe. 

• SICS  is  available  for  IBM  mainframes 
and  RISC  6000  platforms  and  for  HP  9000 
and  Siemens  MX  systems. 

• Most  common  reinsurance  and  claims 
administration  requirements  are 
supported,  as  well  as  multicurrency 
handling  of  accounting  and  payments. 

• Approximately  58  reinsurance  companies 
have  licensed  SICS. 

Workflow  Products 
Automated  Work  Distributor  (AWD), 
originally  developed  by  DST,  automates  and 
streamlines  clerical  workflows  for  mutual 
fund  companies  and  other  financial  services 
businesses.  AWD  operates  on  IBM- 
compatible  workstations  and  AS/400 
servers  and  combines  workflow  distribution 
software  with  image  processing  technology. 

Processing,  Systems  Operations, 

Professional  and  Support  Services 

Continuum  mainframe  software  is  available 
to  clients  as  a remote  computing  service 
from  the  DST  data  center  in  Kansas  City 
(MO)  and  Continuum  data  centers  in 
Sydney  (Australia)  and  Auckland  (New 
Zealand).  The  company  is  also  combining 
its  software  with  a range  of  other  services, 
including  systems  integration  and  systems 
operations. 


• KeySource  2000™  is  Continuum’s 
outsourcing  package,  which  includes 
implementation,  development  and 
conversion  services  around  standardized 
software  products. 

• In  December  1995,  Continuum  signed  a 
seven-year  outsourcing  agreement  valued 
at  approximately  $50  million  with 
Penncorp  Financial  Group,  Inc.,  whose 
Operations  Center  is  headquartered  in 
Raleigh  (NC).  PennCorp’s  life  insurance, 
annuity  and  health  insurance  businesses 
will  be  consolidated  on  Continuum’s 
proprietary  software. 

• In  April  1995,  Continuum  signed  a six- 
year  outsourcing  agreement  with  Allianz 
Life  Insurance  Company  of  North 
America  valued  at  more  than  $45  million. 
Continuum  will  provide  third-party 
administration,  data  processing  and 
software  application  support  for  the  life 
insurance  policies  currently  administered 
by  Allianz’s  Dallas  (TX)  operation.  The 
agreement  with  Allianz  replaced  a 
smaller,  existing  contract  that  would  have 
expired  at  the  end  of  1998  and  had  a 
remaining  contract  value  of 
approximately  $10  million. 

• During  fiscal  1995,  Continuum  signed  a 
ten-year  outsourcing  contract  with  The 
Holden  Group  of  Los  Angeles  (CA)  valued 
at  more  than  $50  million. 

• In  October  1994,  Continuum  announced  a 
new  outsourcing  agreement  that  extends 
its  arrangement  with  Financial  Holding 
Corporation  through  the  year  2000. 
Continuum  expects  the  total  value  of  the 
contract  to  exceed  $40  million. 

• In  September  1994,  Continuum 
announced  that  Commercial  Union  Life 
Insurance  Company,  a long-time 
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Continuum  outsourcing  client,  had 
extended  its  outsourcing  agreement  with 
Continuum  for  five  years.  Continuum  will 
recognize  more  than  $7  million  over  the 
life  of  the  contract. 

• Other  outsourcing  clients  include  Legal 
and  General  Life  of  Australia  Limited, 
Jackson  National  Life  Insurance 
Company,  Royal  Financial  Services, 
Harcourt  General  Insurance  Companies 
(a  seven-year,  $50  million  systems 
operations  contract),  Rural  Mutual 
Insurance  Company  (a  seven-year,  $40 
million  systems  operations  contract)  and 
Pearl  Assurance  of  the  U.K. 

Professional  services,  which  are 
Continuum’s  major  revenue  source,  include 
consulting,  installation,  maintenance, 
education,  custom  software  modifications 
and  shared-cost  enhancements. 

Clients 

U.S.  clients  using  Continuum  software 
include  Principal  Financial  Group,  Sun 
Alliance  Insurance  Group,  Norwich  Union 
Life  Insurance  Society,  Rural  Insurance 
Companies,  USF&G,  Iowa  Farm  Bureau, 
Guarantee  Mutual,  Legal  and  General 
Corporation  (Banner  Life),  Farmer's  New 
World,  American  States  Insurance 
Company,  Fortis  Financial  Group,  GEICO 
Corporation,  Phoenix  Home  Life  (CT), 
Mutual  Life  Insurance  Company  of  New 
York  (MONY),  St.  Paul  Fire  and  Marine 
Insurance  Company,  Jackson  National  Life 
Insurance  Company,  Ohio  Casualty 
Insurance  Company,  Continental  Casualty 
Company,  Arabella  Mutual  Insurance 
Company  of  Quincy  Massachusetts,  Allied 
Group,  Keystone  Insurance  Company, 

Royal  Indemnity  Company,  Allianz  Life 
Insurance  Company  of  North  America  and 
Metropolitan  Property  and  Casualty 
Insurance  Company. 
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International  clients  using  Continuum 
software  include  Allianz  A.G.  (Germany), 
Garantie  Mutuelle  Des  Fonctionnaires 
(France),  Groupama  (France),  UAP 
Nederland  B.V.,  Eagle  Star  Insurance 
Company  (U.K.),  National  Farmers  Union 
Mutual  (U.K.),  Avon  Insurance  (U.K.), 
General  Accident  (U.K.),  The  Sampo  Group 
(Finland),  General  Accident,  Standard  Life 
(Scotland),  Independent  Order  of  Foresters 
(Canada),  Grupo  National  Provincial 
(Mexico),  Asahi  Mutual  Life  Insurance 
Company  (Japan),  Zurich  Insurance 
Company  (Japan),  SUNCORP  Insurance  & 
Finance  (Australia),  GIO  (Australia),  The 
Nationwide  Group  (U.K.),  the  Woolwich 
Building  Society  (U.K.),  Swiss  Life 
Insurance  and  Pensions  Company,  Union 
des  Assurances  de  Paris  (France),  Guardian 
Re  (Switzerland),  Hollandia  Reinsurance 
Company  Limited  (South  Africa),  UAP 
Nederland  B.V.  (Netherlands),  Bank  of 
Scotland,  Tranquilidade  (Portugal)  and 
Gerling-Konzern  Zentrale  Verwaltungs- 
GmbH  (Germany). 

Marketing  and  Sales 

Continuum  markets  its  products  and 
services  through  a direct  sales  force. 

Continuum  has  a separate  sales  staff  in 
North  America  dedicated  to  pursuing 
outsourcing  business. 

Alliances 

The  Advanced  Development  Program 
(ADP),  introduced  in  1989,  was  a 
cooperative  venture  between  Continuum 
and  three  of  its  major  customers  to  fund 
advanced  CCA  architectural  enhancements 
during  the  next  five  years.  Customers 
participating  in  ADP  include  Principal 
Financial  Group,  Sun  Alliance  Insurance 
Group  and  Norwich  Union  Life  Insurance 
Society. 
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• Development  projects  funded  by  ADP 
have  resulted  in  life  insurance  ES/C 
software  products  collectively  known  as 
CCA2.  The  products  can  be  linked  with 
other  insurance  company  software  to 
provide  an  integrated,  enterprise-wide 
system. 

• Continuum  has  recognized  approximately 
$58  million  in  revenue  from  the  ADP 
since  its  inception,  including  $19  million 
in  fiscal  1991,  $22  million  in  fiscal  1992, 
$15  million  in  fiscal  1993  and  $2  million 
in  fiscal  1994.  No  further  revenue  is 
expected  from  the  ADP. 

Continuum  announced  the  formation  of  an 
alliance  with  The  Liberty  Corporation  of 
Greenville,  South  Carolina  to  offer 
administration  services  to  the  life  insurance 
industry. 

• The  alliance  will  combine  the  operations 
of  Continuum  Administrative  Services 
Corporation,  a Continuum  subsidiary  that 
specializes  in  the  third-party 
administration  services  using  Continuum 
software,  with  those  of  Liberty  Insurance 
Services  Corporation,  a subsidiary  of  The 
Liberty  Corporation  which  also  specializes 
in  third-party  administration  services. 


• The  alliance  will  be  owned  60%  by 
Continuum  and  40%  by  The  Liberty 
Corporation. 

• Fidelity  and  Guaranty  Life  Insurance 
Company  (F&G)  of  Baltimore  (MD)  will  be 
the  founding  customer  of  the  alliance. 

The  Alliance  will  administer  the  entire 
block  of  F&G  Life  policies,  including 
third-party  administration  services,  data 
processing,  application  programming  and 
support.  The  F&G  Life  contract  is 
expected  to  generate  over  $80  million  of 
revenue  for  the  alliance  over  the  next 
eight  years. 

In  October  1993,  Continuum  announced  a 
major  contract  with  AXA  Japan  to  develop  a 
Japanese  version  of  Continuum’s  LIFE/400 
product. 

Competitors 

Major  outsourcing  competitors  include 
Electronic  Data  Systems  and  IBM. 

Software  and  professional  services 
competitors  include  Policy  Management 
Systems. 
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Coopers  & Lybrand  Consulting 


Vice  Chairman:  John  M.  Jacobs 

1251  Avenue  of  the  Americas 
New  York,  NY  10020 
Phone:  (212)536-2000 

Fax:  (212)536-3500 

Internet:  http://www.colybrand.com 


COOPERS  & LYBRAND 
CONSULTING 


Status:  Business  Unit 

Parent:  Coopers  & Lybrand  L.L.P. 

CLC  Worldwide  Employees:  9,000 

CLC  Worldwide  Revenue:  $1 ,100,000,000 

Fiscal  Year  End:  9/30/95 


Key  Points 

• Coopers  & Lybrand  Consulting  is  the 
consulting  arm  of  Coopers  & Lybrand  L.L.P. , 
one  of  the  world’s  leading  international 
accounting  and  consulting  firms. 

• In  1994,  Coopers  & Lybrand  renamed  its 
Management  Consulting  practice  “Coopers 
& Lybrand  Consulting.” 

• The  initial  industry  focus  for  Coopers  & 
Lybrand  Consulting  is  the  automotive, 
construction  and  engineering,  consumer  and 
industrial,  financial  services  (insurance, 


banking,  and  brokerage),  government,  high 
technology,  higher  education,  information 
and  telecommunications,  health  care, 
pharmaceutical,  retail,  and  utilities 
industries. 

Company  Description 

Coopers  & Lybrand  Consulting  is  one  of 
Coopers  & Lybrand’s  five  primary  lines  of 
business,  providing  the  majority  of  the 
company’s  consulting  services.  Coopers  & 
Lybrand  Consulting  services  are  provided 
along  industry  and  functional  lines,  and 
include  business  strategy  consulting,  as  well 
as  information  technology  services. 
Information  services  provided  include 
consulting,  software  development,  professional 
services,  and  systems  integration. 
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The  parent  company,  Coopers  & Lybrand 
L.L.P.,  is  an  international  professional 
services  firm  that  provides  accounting, 
auditing,  tax,  and  management  consulting, 
and  actuarial,  employee  benefits  and 
compensation  services  to  business,  industry, 
and  government. 

• Coopers  & Lybrand’s  organizational 
structure  is  shown  in  Exhibit  A. 

• Coopers  & Lybrand’s  fiscal  1995  worldwide 
revenue  reached  approximately  $6.29 
billion,  compared  to  revenue  of 
approximately  $5.54  billion  in  1994.  In 
fiscal  1995,  approximately  $1.9  billion  (30%) 
of  Coopers  & Lybrand’s  worldwide  revenue 
was  derived  from  the  U.S.,  and  the 
remaining  $4.4  billion  (70%)  from 
international  sources. 

• Coopers  & Lybrand’s  revenue,  by  line  of 
business  is  as  follows: 

- Business  Assurance  contributed  $3.1 
billion  to  Coopers  & Lybrand’s  worldwide 
revenue  for  fiscal  1995,  27%  ($851  million) 
of  which  was  derived  from  the  U.S. 

- Financial  Advisory  Services  (FAS) 
provided  $134  million  in  fiscal  1995 
revenue,  derived  solely  from  the  U.S. 

- Coopers  & Lybrand  Consulting  provided 
approximately  17%  of  Coopers  & 

Lybrand’s  worldwide  revenue,  and  19%  of 
U.S.  revenue  in  fiscal  1995. 

- Tax  provided  $1.1  billion  in  worldwide 
revenue  for  fiscal  1995,  35%  ($388  million) 
of  which  was  derived  from  the  U.S. 

- Human  Resource  Advisory  contributed 
$193  million  to  Coopers  & Lybrand’s 
worldwide  revenue  for  fiscal  1995,  78% 


($150  million)  of  which  was  derived  from 
the  U.S. 

• As  of  August  31,  1995,  Coopers  & Lybrand 
had  16,535  employees  located  in  100  U.S. 
cities.  Worldwide,  the  company  had  71,155 
employees  in  125  countries. 

Organization  and  Structure 

Coopers  & Lybrand  Consulting  is  organized 
into  eleven  industry  and  five  functional 
strategic  business  emits,  as  shown  in 
Exhibit  B. 

• Each  of  the  units  has  a partner-in-charge 
who  reports  directly  to  John  Jacobs,  Vice 
Chairman  of  Coopers  & Lybrand  Consulting. 

• The  industry  emits  provide  strategic 
consulting  services  in  the  specified  industry 
sectors,  with  support  from  the  five  functional 
business  units. 

Company  Strategy 

Coopers  & Lybrand  Consulting’s  strategy  is 
built  around  a set  of  vertically  integrated 
practices,  which  combine  its  best  strategy, 
operations,  and  technology  applications 
consultants.  This  industry-based  strategy 
allows  the  company  to  place  its  best  consulting 
teams  on  each  assignment  and  move  quickly 
from  strategy  to  implementation. 

Coopers  & Lybrand  Consulting’s  vision 
statement  is  “Business  strategy  with 
technology  delivery  capability.”  The  company 
feels  that  combining  its  business  strategy 
offerings  with  its  IT  delivery  services  uniquely 
positions  the  company’s  emphasis  on  world 
class  business  strategists,  differentiating  it 
from  its  competitors  and  providing  a strong 
competitive  advantage. 
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Exhibit  A 

Coopers  & Lybrand 
Lines  of  Business 


Business  | 

Financial  Advisory  | 

Coopers  & Lybrand  1 

Assurance  | 

Services  | 

Consulting  § 

• Financial  audit 

• Litigation  and 

• Industry  consulting 

• Assurance  on 

claims 

services 

financial 

• Reorganizations 

• Strategy  and 

information 

organizational 

• Mergers  and 

effectiveness 

• Internal 

acquisitions 

controls 

• Technology  advisory 

• Capital 

services 

• Compliance 

sourcing 

• Assurance  on 

• Valuation 

• Financial  management 

operating  and 

and  business  analysis 

performance 

• Real  estate 

information 

• Computer 
audit 

• Technology  delivery 
services 

Tax 


• Corporate, 
partnership, 
and  individual 
tax  planning 

• International 
and  multi-state 
tax  services 


• Wealth 
preservation 
and  personal 
financial 
planning 
services 


Tax  policy 
and  economic 
analysis 


Human  Resource 
Advisory 


• Retirement  and 
health  benefits 

• Actuarial  benefits 
and  compensation 

• Organizational 
effectiveness  and 
development 

• Compensation 
and  employee 
communications 

• HR  technologies 

• Risk  management 
and  claims 
consulting 


Tax  technology 
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Exhibit  B 

Coopers  & Lybrand  Consulting 
Organizational  Structure 
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Financials 

Coopers  & Lybrand  Consulting’s  worldwide 
revenue  was  approximately  $1.1  billion  in 
fiscal  1995,  compared  to  $700  million  in  fiscal 
1994. 

In  fiscal  1995,  approximately  34%  ($369 
million)  of  Coopers  & Lybrand  Consulting’s 
revenue  was  derived  from  the  U.S. 

For  the  six-month  period  ended  March  31, 
1996,  Coopers  & Lybrand  Consulting’s  U.S. 
revenue  reached  $212.0  million.  The  company 
is  projecting  approximately  $440  million  in 
U.S.  revenue  for  fiscal  1996. 

Market  Financials 

Primary  vertical  markets  that  Coopers  & 
Lybrand  Consulting  serves  include  the 
automotive,  construction  and  engineering, 
consumer  and  industrial,  financial  services 
(insurance,  banking,  brokerage),  government, 
high  technology,  higher  education,  information 
and  telecommunications,  health  care, 
pharmaceutical,  retail,  and  utilities  industries. 

Employees 

As  of  August  1,  1995,  Coopers  & Lybrand 
Consulting  had  approximately  9,000 
employees  worldwide.  Of  these,  2,836  were 
employed  in  the  U.S.,  segmented  as  follows: 


Partners 126 

Professionals 2,290 

Administration 420 

2,836 


Coopers  & Lybrand  Consulting  Professionals 
include  associates,  senior  associates,  and 
managing  associates.  Included  in  the 
administrative  staff  numbers  are  dedicated 
sales  (business  development)  and  in-house 
recruitment  personnel. 


Key  Products  and  Services 

Coopers  & Lybrand  Consulting  provides 
business  and  IT  strategic  planning  assistance 
to  reengineer  processes,  develop  technology 
plans,  and  restructure  and  redesign 
organizations. 

Coopers  & Lybrand  Consulting  also  provides  a 
range  of  systems  integration  and  professional 
services.  By  focusing  on  selected  vertical 
industries,  the  firm  can  compete  in  its  areas  of 
greatest  strength.  Capabilities  include: 

• A full  systems  design,  development,  and 
implementation  capability  using  a variety  of 
tools  and  advanced  project  management 
techniques  (“best  practices”) 

• A range  of  technical  and  business  advisory 
industry  skills  developed  through  Coopers  & 
Lybrand  Consulting’s  long  experience  as  an 
auditing  and  management  consulting  firm 

• IT  planning  and  implementation  expertise  in 
network  base  solutions — client/server  and 
other  distributed  processing  technologies 

• Systems  architecture  and  database  expertise 
to  modernize  systems  and  relational 
database  applications — legacy  systems  as 
well  as  “new  world”  solutions 

• Strong  expertise  in  advanced  technologies 
and  applications,  especially  in  decision 
support  and  data  warehousing  systems 

Coopers  & Lybrand  Consulting  also  provides 
business  process  reengineering  (BPR)  services. 
The  company  views  BPR  as  a means  of 
achieving  radical  improvement  in  performance 
and  business  competitiveness  by  streamlining 
core  business  processes.  The  firm  believes  it  is 
essential  to  be  selective — choose  only  one  or 
two  processes  that  will  give  the  greatest 
return  as  perceived  by  the 
customer — otherwise,  the  changes  may  be  too 
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great  for  an  organization  to  absorb.  However, 
Coopers  & Lybrand  Consulting  also  stresses 
that  BPR  is  not  merely  gaining  better 
performance  from  an  organization’s 
information  systems. 

• Coopers  & Lybrand  Consulting’s  prime 
offering  is  BreakPoint  BPR,  which  has  four 
main  components: 

- Core  process  definition 

- Breakpoint  identification 

- Process  redesign 

- Change  management 

• Other  related  services  that  may  lead  to  the 
use  of  BPR  services  include  total  quality 
management  and  activity-  and  time-based 
management. 

• Coopers  & Lybrand  Consulting’s  BPR 
projects  typically  involve  redesigning  the 
client’s  product  supply  chain  to  deliver 
improved  customer  service,  reduce  lead 
times,  provide  greater  flexibility,  and  reduce 
process  costs.  BPR  projects  typically  lead  to 
a need  to  redesign  and  re-implement  the 
information  systems  support  for  those 
processes  affected. 

• Coopers  & Lybrand  Consulting  typically 
does  not  have — or  seek — strategic  alliances 
with  other  vendors  related  to  providing  BPR 
services.  The  retention  of  independence  is 
seen  by  the  firm  as  a key  factor  in  its 
services. 

• Coopers  & Lybrand  Consulting’s  proprietary 
analytic  tools  and  techniques  that  support 
BPR  services  include  the  following: 

- Benchmarking,  to  focus  reengineering 
efforts  on  areas  of  greatest  opportunity 
and  to  set  goals  for  improvement 


- Process  mapping,  to  document  and 
examine  workflows 

- SPARKS  process  simulator,  a workflow 
reengineering  and  process  modeling  tool 

- SUMMIT  methodologies,  to  assure  that 
information  technology  supports  the 
business  strategy  and  that  systems  are 
integrated  to  support  redesigned  core 
processes 

- Just-in-time  principles,  applied  to  shrink 
backlog  by  improving  workflow,  revamping 
work  space  layout,  and  reducing  overhead 
costs 

- Supply  chain  management,  an  approach  to 
decrease  inventory  and  production  costs 
and  improve  the  speed  and  quality  of 
product  distribution 

- Cycle  time  reduction,  to  improve  balance 
sheet  performance  by  shrinking  lead  time 
to  maximize  return  on  assets 

- Speed  to  market,  to  improve  research  and 
development  and  other  processes 

- Activity-based  management,  to  improve 
value-added  activities  and  eliminate 
activities  that  do  not  add  value  to  the 
product  or  service 

- Route  mapping,  to  manage  a variety  of  IT- 
oriented  reengineering  projects  by  using 
different  components  from  the  firm’s  IT 
methodologies 

- Change  management,  to  define  the  skills 
and  infrastructure  necessary  to  assure  a 
successful  transition  to  the  reengineered 
organization 
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Coopers  & Lybrand  Consulting  is  organized 
around  a set  of  eleven  vertically  integrated 
industry  business  units  and  five  functional 
business  units. 

Industry  Business  Units 

The  following  summarizes  Coopers  & Lybrand 
Consulting’s  industry  business  units: 

Automotive — Senior-level  consultants  provide 
services  to  the  automotive  sector. 

• Services  include  high-level  strategic 
consulting,  business  process  reengineering 
(BPR),  total  cost  management,  and  supply 
chain  management. 

• Change  management  performance  measures 
and  implementation  services  include 
interactive  communications,  operational 
support,  and  analysis. 

Construction  and  Engineering — Coopers  & 
Lybrand  Consulting’s  construction 
professionals  offer  services  for  project  owners: 

• Management  consulting  during  commercial 
and  industrial  design/construction  initiatives 

• Services  to  help  construction  and  design 
firms  improve  their  internal  operations  and 
competitiveness 

• Management  and  scheduling  expertise  to 
facilitate  new  product  development  projects 

Consumer  and  Industrial — Support  services 
are  offered  for  the  manufacturing  and  service 
industries,  including  consumer  products, 
industrial  equipment,  general  manufacturing, 
chemical,  and  other  process  sectors: 

• Consultants  provide  supply  chain 
management,  BPR,  and  manufacturing 
strategy  development  services. 

• Additional  services  include  developing  sales 
and  marketing  approaches,  materials 


management,  activity-based  costing  (ABC), 
organizational  restructuring,  JIT 
approaches,  change  management,  total 
quality  management  (TQM),  and  efficient 
consumer  response. 

Financial  Services — Services  are  provided  for 
the  banking,  capital  markets,  insurance,  and 
investment  sectors. 

• Consultants  provide  strategic  advice  and 
implement  concepts  such  as  financial 
management,  performance  improvement, 
and  information  management. 

• The  Insurance  practice  emphasizes  value- 
based  planning  and  productivity 
improvements. 

• The  Retail  Banking  group  provides  retail 
distribution  services. 

• Consultants  also  provide  financial  risk 
management  support  for  the  Financial 
Services  sector. 

Government — Services  are  offered  to  federal, 
state,  and  local  government  organizations,  as 
well  as  to  a variety  of  Fortune  500  companies. 

• Consultants  offer  services  in  areas  such  as 
financial  controls,  process  reengineering, 
and  change  management. 

Higher  Education — Consulting  services  are 
provided  to  universities  and  academic  medical 
centers. 

• Consultants  increase  administrative 
efficiency,  improve  faculty  productivity,  and 
define  ways  to  extract  value  from  the  virtual 
value  chain. 

High  Technology — Support  is  provided  for  the 
electronic  hardware,  software,  chip-making, 
and  aerospace  sectors. 
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• Additionally,  the  Center  for  Operations 
Technology  (COT)  applies  Coopers  & 
Lybrand  Consulting’s  “best  practices” 
methodologies  and  enabling  tools  to  improve 
clients’  profits. 

• Coopers  & Lybrand  Consulting’s  proprietary 
Design  for  Excellence®  and  its  integrated 
manufacturing  systems  methodologies  are 
used  to  facilitate  high-technology 
engagements. 

Information  and  Communications  (Infocom) — 
Consulting  services  are  provided  to  the 
telecommunications  and  media  sectors. 

• Consultants  facilitate  business  strategy 
development  and  implementation. 

• Assistance  is  provided  for  strategic  financial, 
regulatory,  and  market  analysis,  as  well  as 
process  and  technology  improvements. 

Integrated  Health  Care — Services  are  offered 
to  all  sectors  of  the  health  care  and 
pharmaceutical  markets. 

• Consultants  implement  strategic  plans, 
improve  operations,  and  implement 
information  systems. 

• Coopers  & Lybrand  Consulting  professionals 
improve  clients’  operational  efficiency  and 
help  health  care  organizations  prepare  for 
the  changing  marketplace. 

• Differentiating  services  are  offered  in 
disease  management,  managed  care,  BPR, 
sales  and  marketing,  product  development, 
and  systems  implementation. 

Retail — Strategic  consulting  services  are 
provided  for  retailers  to  help  increase  revenue 
and  enhance  profitability  through  a range  of 
strategic  consulting  services. 


• The  Consumer  Enhancement  and 
Development  approach  enables  retailers  to 
maximize  customer  productivity. 

• Consultants  assist  retailers  in  deploying 
technology  to  build  customer  knowledge  and 
transform  organizations  through  business 
process  change. 

• Coopers  & Lybrand  Consulting  supports  the 
creation  of  Great  Performance  Alliances 
between  retailers  and  their  vendors. 

Utilities — Services  provided  to  companies  in 
the  utilities  sector  include  financial  systems, 
activity-based  management  (ABM), 
operational  improvements,  and  marketing 
strategies. 

• Other  services  offered  include 
regulatory/legislative,  environmental 
compliance,  restructuring  and  privatization, 
mergers  and  acquisitions,  pricing  strategies, 
risk  management,  and  telecommunication 
strategies. 

Functional  Business  Units 

Coopers  & Lybrand  Consulting’s  functional 
business  units  focus  on  resolving  problems 
that  cross  all  industry  lines.  The  five 
functionally  oriented  practices  of  the 
organization  are  as  follows: 

Financial  Management  and  Business  Analysis 
( FMBA ) — Comprised  mainly  of  ex-CPAs  and 
chief  financial  officers  (CFOs)  of  Fortune  500 
and  1000  companies,  this  group  offers 
consulting  services  primarily  to  CFOs,  helping 
to  streamline  processes  and  leverage 
information  for  competitive  advantage. 
Services  include  defining  strategies  for  the 
CFO’s  role,  improving  the  CFO’s  function, 
developing  meaningful  reporting  and 
measurement  techniques,  obtaining  low-cost 
funds,  managing  risk,  and  building  an  efficient 
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infrastructure  including  financial  systems 
design. 

Integrated  Management  Services  (IMS) — This 
group  serves  as  the  “center  of  excellence”  for 
strategy,  focusing  on  business  process 
redesign.  Consultants  create  and  implement 
enterprise-wide  approaches  by  analyzing 
market  issues  and  major  structural  changes  in 
the  client’s  industry,  global  markets,  and 
products.  Analyzing  potential  operational 
changes,  the  consultants  recommend  the  best 
approach  to  increase  the  value  of  the  client’s 
enterprise. 

Logistics  / Transportation  (SysteCon) — This 
group  was  formed  with  the  acquisition  of 
SysteCon,  a logistics  and  distribution  planning 
company,  in  1988.  Consultants  assist  clients 
by  applying  best  practice  supply  chain 
management  methodologies  to  a client’s 
supplier  network,  manufacturing  facilities, 
and  distribution  organization  to  maximize 
productivity.  SysteCon’s  TotaLogistic™ 
approach  facilitates  the  integrated  flow  of 
materials  from  the  source  to  the  final 
customer.  Services  include  logistics,  systems 
implementation,  customer  service, 
manufacturing  operations,  supplier 
partnerships,  distribution  and  operations 
improvements,  materials  management,  and 
supplier  partnerships. 

Technology  Advisory  Services  (TAS) — This 
group  focuses  on  aligning  IT  strategy  with 
business  strategy.  Consultants  develop 
technology  and  implementation  strategies  for 
management,  to  optimize  technology 
investments.  Services  include  strategy 
development,  strategic  realization,  and 
advanced  technology  deployment. 


Solutions  Thru  Technology  (STT) — STT,  the 
systems  and  technology  consulting  unit  of 
Coopers  & Lybrand  Consulting,  provides 
approximately  50%  of  Coopers  & Lybrand 
Consulting’s  U.S.  revenue.  This  group  offers 
the  full  life  cycle  of  systems  implementation 
services,  providing  in-depth  skills  in  different 
technology  platforms,  operating  systems, 
applications,  databases,  communication 
systems,  and  languages. 

STT  services  include: 

• Project  management/quality  assurance 

• Telecommunications  and  networking 

• Client/server  architecture 

• Emerging  technologies 

- Infrastructure  development 

- Technology  architecture  planning 

- Automated  testing  of  distributed 

systems 

- Network  architecture  planning 

- Object-oriented  technologies 

- Internet,  intranet  technologies 

• Data  warehousing/decision  support  systems 

• Applications  software  evaluation  and 
selection 

• Year  2000  challenges 

• Staff  enhancement 

• Midrange  technologies  practice 

- Application  development 

- Systems  and  package  selection, 

installation,  and  tuning 

- Software  package  evaluation  and 

implementation 

- Midrange  server  technologies 

- Network  support 
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• Mainframe  technologies  practice 

- Application  development 

- Application  maintenance  and 

outsourcing 

- Database  selection,  implementation, 

and  design  (all  platforms) 

- Database  conversions 

- Data  center  and  application  Help 

Desk  support 

- Software  package  evaluation  and 

implementation 

• SUMMIT 

- The  SUMMIT-D®  (proprietary)  systems 
development  methodology  provides  in- 
depth  project  management  and  system 
delivery  guidance.  SUMMIT-D  provides 
“best  practices”  repeatable  processes  and 
approaches  necessary  to  control  complex 
projects  and  mitigate  risk. 

- The  SUMMIT-MSM  maintenance 
methodology  controls  software 
modification,  enhancement,  and 
maintenance  of  production  systems. 

- The  SUMMIT  PM®  software  product 
provides  automated  project  control, 
presenting  the  contents  of  SUMMIT-D 
using  a GUI. 

• Package  selection  and  implementation 
services 

- Dun  & Bradstreet  Software  design  and 
implementation  services 

- SAP  software  design  and  implementation 
services 

- PeopleSoft  software  design  and 
implementation  services 

- Oracle  software  services 


- Independent  software  vendor  selection 
methodology 

• Industry  consulting  and  planning 

- Financial  services 

- Utilities — systems  and  technology 

solutions 

- Pharmaceutical — technology 

solutions 

• Systems  Integration — Coopers  & Lybrand 
Consulting  delivers  the  full  life  cycle  of 
systems  integration  services  through  the 
STT  business  unit.  Offerings  include: 

- Business,  management,  and  IT  consulting 
by  teaming  with  the  business  strategy 
vertical  groups 

- Systems  design,  development,  and 
implementation 

- Selection,  evaluation,  and  acquisition  of 
hardware,  software,  and 
telecommunications  equipment 

- Network  management  and  operations 

• Software  maintenance  of  “in-production” 
systems 

• Outsourcing — STT  offers  application 
maintenance  services  in  four  key  areas: 

- Maintenance  outsourcing — Maintenance  of 
legacy  software,  applications,  and 
databases 

- Facilities  management — Handling  of 
hardware,  networks,  database 
administration,  building,  and  staffing 

- Information  service 
assessments — Analysis  of  the  IT 
organization  and  software  assets 
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- Best  practices — Identification  of  the  best 
techniques  by  which  to  maintain  legacy 
systems,  raise  staff  productivity,  and 
reduce  costs 

Sample  Engagements 

Recent  engagement  examples  include: 

• For  a major  midwestern  electric  utility 
company,  Coopers  & Lybrand  Consulting 
designed,  developed,  and  implemented  an 
activity  based  management  system  (ABMS), 
providing  planning,  budgeting,  and 
performance  capabilities.  The  new  system 
was  implemented  in  a client/server 
environment  with  local-  and  wide-area 
networks. 

• For  a national  telecommunications  service 
provider,  Coopers  & Lybrand  Consulting 
developed  a client/server  sales  order  system, 
facilitating  the  company’s  BPR  efforts. 
Application  maintenance  and  development 
support  of  mission-critical  financial  systems 
was  also  provided  during  the  new 
application  implementation. 

• For  a pharmaceutical  distribution  company, 
Coopers  & Lybrand  Consulting  developed  an 
IS  prototype  using  Rapid  Application 
Development  (RAD)  techniques,  contributing 
to  the  development  of  a client/server-based 
data  reporting  and  access  facility,  and  a 
decision  support  system. 

• For  a national  long-distance  telecom- 
munication service  provider,  Coopers  & 
Lybrand  Consulting  undertook  an 
engagement  to  define  the  company’s 
enterprise  data  requirements.  The  project 
involved  developing  a data  management 
strategy,  establishing  a data  administration 
function,  and  documenting  requirements 
defined  in  the  strategy  and  data 
administration  procedures. 


• For  a major  utility  company,  Coopers  & 
Lybrand  Consulting  assisted  in  the 
migration  from  an  IBM  3090  mainframe, 
COBOL/VSAM,  and  DB2  environment  to  a 
true  client/server  environment.  The 
company  implemented  an  integrated 
planning,  budgeting,  performance  reporting, 
and  evaluation  system. 

• For  a Wall  Street  brokerage  firm.  Coopers  & 
Lybrand  Consulting  assisted  in  realigning 
the  technical  architecture  of  the  firm’s 
system,  and  planned  and  implemented  new 
infrastructure  to  support  client/server  and 
distributed  technologies. 

• For  a pharmaceutical  company,  Coopers  & 
Lybrand  Consulting  replaced  the  current 
pricing  and  contract  systems  and  business 
processes  using  client/server  technology  for 
the  systems  foundation.  The  new  system 
delivers  membership  profiling  capability  and 
sales-based  contract  administration. 

• For  a national  financial  services  and 
insurance  company,  Coopers  & Lybrand 
Consulting  planned  the  implementation, 
integration,  testing,  and  production  support 
of  a new  distributed  system  in  a client/server 
environment. 

• For  a major  Wall  street  brokerage  firm, 
Coopers  & Lybrand  Consulting  provided 
project  management  and  testing/QA 
leadership.  The  company  developed 
automated  test  scripts  and  created 
client/server,  mainframe  gateway, 
applications  inventory,  and  developers’ 
guidelines. 

• For  a major  U.S.  warehouse  and  distribution 
company,  Coopers  & Lybrand  Consulting 
replaced  the  client’s  IBM  System/36 
hardware  and  internally  developed  RPGII 
applications  with  a best  of  breed  warehouse 
management  system  and  client/server 
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financial  software  including  integrated  HR 
and  payroll  models.  The  solution  includes 
handheld  RF  terminals,  document  imaging 
and  management,  EDI,  and  interfaces  to 
labor  tracking  equipment.  The  company  also 
developed  a detailed  implementation  and 
roll-out  plan  that  included  extensive 
retraining  of  warehouse  and  corporate  MIS 
personnel. 

Business  Development 

Coopers  & Lybrand  Consulting’s  business 
strategy  includes  a dedicated  sales  force 
within  Coopers  & Lybrand  Consulting  that 
consists  of  75  sales  personnel  spending  100% 
of  their  time  on  sales  activities,  126  partners 
who  commit  50%  of  their  time  to  business 
development,  and  the  remaining  50%  on 
consulting  activities,  and  approximately  600 
managing  associates  who  devote  about  60%  of 
their  time  to  client  services,  and  the 
remaining  time  to  solution  design  and 
proposal  activities. 

Alliances 

Coopers  & Lybrand  Consulting  uses  strategic 
alliances  to  strengthen  its  systems  integration 
practice  areas.  The  alliances  are  chosen  to 
increase  the  scope  of  the  firm’s  system 
integration  offerings  and  improve  its 
competitive  position  in  the  marketplace. 

Coopers  & Lybrand  Consulting  maintains 
vendor  relationships  with  the  following 
technology  companies,  among  others: 

Allied 

Alternative  Resource 

Asymetrics 

Bay  Networks 

CIS  Technologies 

CMSI 

Comdisco 

Comerica 

Commercial  Ware 


Computron 
Data  General 
Data  Logic 
DCI 

Digital  Equipment 
Dun  & Bradstreet 
Edison 

Excalibur  Software 
Excelenet 
First  Consulting 
Foliage  Software 
FTP 

GC  Computer  Services 

Genesys  Software 

Harvard  Design  & Mapping 

Hewlett-Packard 

IBM 

Informix 

J.D.  Edwards 

Lawson  Software 

Lotus  Development 

Microsoft 

Mitem 

Novell 

Oracle 

PeopleSoft 

Phamis 

PKS  Software 

Reynolds  & Reynolds 

SAP 

Segue  Corp. 

Softbridge,  Inc. 

Software  2000 
Spectrum 
SPO  America 

System  Software  Associates 

Sun  Microsystems 

Sybase 

Taubman 

Thornapple 

Transnational  Computing 
Varsity  Logistics 
Viasoft 
Wang 

Wismer  Martin 
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Competition 

Coopers  & Lybrand  Consulting  considers  the 
following  companies  its  key  competitors: 
Andersen  Consulting  and  Cambridge 
Technology  Partners  in  the  area  of  technology, 
and  McKinsey  & Company  in  business 
strategy. 

INPUT  Assessment 

Coopers  & Lybrand  Consulting  considers  its 
strengths  to  include: 

• Providing  world  class  business  strategists 
with  enabling  technology  and  delivery  along 
industry  lines 

• A culture  that  rewards  long-term  client 
“partnerships” 

• Maintaining  shared  “Centers  of  Excellence” 
to  reduce  costs 

• Offering  a full  range  of  professional  services, 
including  business  strategy,  finance,  and 
accounting,  as  well  as  technology  consulting 

• Strong  audit-client  relationships 

• Taking  a business  and  total  return  on 
investment  view  of  all  technology-enabling 
investment  options 

• Alliances  with  major  information  technology 
vendors,  including  IBM,  Hewlett-Packard, 
Oracle,  PeopleSoft,  Sun  Microsystems, 
Sybase,  Digital,  Microsoft,  and  Lotus 

• An  experienced,  well-qualified  staff  with 
over  ten  years  business  experience  on 
average 

• Following  an  aggressive  business 
development  sales  model 


Some  of  the  challenges  faced  by  the  firm 

include  the  following: 

• Finding,  recruiting,  and  retaining  staff  of 
the  highest  quality  to  take  the  company 
strategy  forward 

• Further  leveraging  of  the  audit  account  base 
for  consulting  opportunities 

• Staying  focused  on  the  company’s  message — 
“Business  strategy  with  technology  delivery 
capability.” 

• Maintaining  a “client-centric”  focus 

• Infrastructure  investment  alternatives 
selection  to  maintain  leadership  in  the 
thought  and  knowledge  business 

• Expanding  business  development  and 
technology  infrastructure  to  support  rapid 
sustained  growth 


Parent  Company 

Coopers  & Lybrand  L.L.P. 

1251  Avenue  of  the  Americas 
New  York,  NY  10020 
Phone:  (212)536-2000 
Revenue:  $6,294,000,000  (9/30/95) 


Coopers  & Lybrand  Consulting 
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Cordant,  Inc. 


President  & CEO:  Peter  P.  Kusek 

11400  Commerce  Park  Drive 
Reston,  VA  22091 

Phone:  (703)  758-7000 

Fax:  (703)  758-7380 

Status:  Private 

Employees:  200 

Revenue:  $100,000,000* 

Fiscal  Year  End:  12/31/94 

‘INPUT  estimate 

Key  Points 

• Cordant  primarily  serves  the  federal  market  but  has 

Company  Description 

Cordant  is  a systems  integration  and  professional 
services  firm  providing  information  systems  and 
network  solutions  for  the  federal  government  and 
commercial  sectors.  Over  the  past  26  years,  the 
company  has  implemented  numerous  large,  complex 
federal  government  systems. 

increased  its  commercial  client  base  by  more  than 
20%  during  the  past  three  years. 

Cordant  is  an  employee-owned  company. 

• The  company  has  recently  been  awarded  contracts 
with  the  Department  of  the  Army,  the  Postal 
Service,  the  Office  of  Personnel  Management,  the 

Company  Strategy 

Cordant’s  strategy  is  to  be  known  in  its  marketplace 
as  the  company  with  the  best  satisfied  customers. 

U.S.  Courts  Administrative  Offices  and  the  U.S. 
Navy. 

• The  company  has  been  rated  as  one  of  the  top  30 
providers  of  systems  integration  services  to  the 
federal  government. 

The  company’s  goal  is  to  deliver  customized 
solutions  to  complex  information  problems  on  time 
and  within  budget. 
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Financials 

INPUT  estimates  Cordant’s  1994  revenue  was 
approximately  $100  million,  the  same  as  in  1993 
and  1992. 

Revenue  Analysis  by  Product/Service: 

Approximately  80%  of  Cordant’s  revenue  is 
derived  from  systems  integration  and  20%  from 
professional  services. 

Market  Financials 

Approximately  80%  of  Cordant’s  revenue  is 
derived  from  the  federal  government  and  20%  from 
commercial  sources. 

Geographic  Markets 

One  hundred  percent  of  the  company’s  revenue  is 
derived  from  the  U.S. 

Cordant  operates  out  of  its  headquarters  in  Reston 
(VA).  Cordant  also  has  employees  located  at 
various  client  sites. 

Key  Products  and  Services 

Cordant  offers  a range  of  products  and  services  to 
support  large,  complex  integration  and  information 
systems  programs. 

• The  company  has  experience  with  all  phases  of 
program  management,  including  design, 
engineering,  development,  quality  assurance, 
procurement,  testing,  integration,  program 
management,  training  and  customer  support. 

• Cordant  customarily  operates  as  a prime 
contractor,  serving  as  a single  point-of-contact 
for  its  customers. 

Cordant  offers  special  expertise  in  the  areas  of: 

• Quality  management 

• Systems  architecture 

• Systems  engineering  and  integration 


• Open  systems  and  standards 

• Fault  tolerant  systems 

• Tempest  computer  systems  and  peripherals 

• Communications  networks — LAN,  micro-to- 
mainframe,  WAN,  FTS2000 

• Operating  systems 

• Applications  software  development 

• Database  management  systems 

• Computer-aided  design,  engineering, 
manufacturing  solutions  software  support  and 
geographic  information  systems 

- Instructor-led  training 

- Computer-based  training 

- Documentation 

- Telephone  hotline  maintenance 

- Hardware  maintenance 

- Software  maintenance 

• Integrated  workgroup  solutions 

- Business  process  re-engineering 

- Document  imaging 

- Electronic  records  management 

- Document  storage  subsystems 

- Forms  automation 

- RAID  subsystems 

- Electronic  data  interchange 

• Library  automation  systems 

Examples  of  significant  contract  awards  include  the 
following: 

• A 12-year,  $550  million  contract  with  the  Naval 
Facilities  Engineering  Command  (NAVFAC 
CAD2) — shared  with  Intergraph  Corporation — to 
provide  computer-aided  design  ADP  hardware, 
software,  maintenance,  training  and  technical 
support  services. 
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• A $60  million  contract  with  the  Department  of 
the  Army’s  Defense  Medical  Systems  Support 
Center  Automation  Support  Hardware  (DASH) 
program  to  provide  integrated,  POSIX-compliant 
platforms  as  a foundation  for  processing  military 
hospital  information  in  the  DOD  Health  Care 
System 

• A $31  million  systems  integration  contract  with 
the  U.S.  Postal  Service  for  the  manufacture, 
integration,  installation  and  ongoing  support  of 
printer/label  applicator  (P/LA)  systems 

• A $16  million  contract  with  the  U.S.  Postal 
Service’s  Forms  Automation  Program  to  provide 
electronic  forms  design  and  fill-in  software. 

• A five-year,  $37.3  million  contract  with  the  U.S. 
Courts  Administrative  Offices  to  provide  systems 
integration  services  in  support  of  bankruptcy 
noticing.  Cordant  has  created  a Bankruptcy 
Noticing  Center  to  accept  bankruptcy  case  data 

in  multiple  formats  and  on  different  media  from 
all  212  U.S.  Bankruptcy  Courts. 

Examples  of  systems  designed  and  implemented  by 

Cordant  include  the  following: 

• Re-engineering  Sprint  Cellular  Company’s 
customer  service  agreement  tracking  and 
customer  service  systems  with  a client/server 
paperless  office  environment 

• Teaming  with  Apple’s  Federal  Division  to 
provide  integrated  UNIX  environment  for 
multimedia  processing  in  support  of  the  Defense 
Intelligence  Agency’s  LAN  and  Department  of 
Defense  Intelligence  and  Information  Systems 
networks 

• Engineering  an  advanced  optical  digital-based 
records  management  system  that  includes 
hardware,  software,  maintenance,  training,  data 
and  system  analyst  support  for  the  U.S.  Air 
Force’s  Automated  Records  Management 
Systems  (ARMS) 


• DataLib,  an  integrated  on-line  library  system 
developed  by  Cordant,  is  currently  installed  at  1 1 
Fortune  500  companies  and  7 U.S.  government 
agencies. 

Clients 

A partial  list  of  clients  follows: 

Federal  Clients — Central  Intelligence  Agency, 
Consumer  Product  Safety  Commission,  Defense 
Communications  Agency,  Defense  Intelligence 
Agency,  Defense  Logistics  Agency,  Department  of 
Agriculture,  Department  of  Commerce,  Department 
of  Energy,  Department  of  Interior,  Department  of 
Justice,  Department  of  Labor,  Department  of  State, 
Department  of  the  Treasury,  Drug  Enforcement 
Administration,  Executive  Office  of  the  President, 
Federal  Aviation  Agency,  Federal  Communications 
Commission,  Federal  Railroad  Administration, 
General  Services  Administration,  Health  Care 
Financing  Administration,  Internal  Revenue 
Service,  Joint  Chiefs  of  Staff,  NASA,  National 
Institutes  of  Health,  National  Meteorological 
Center,  National  Transportation  Safety  Board, 
NATO,  Office  of  Personnel  Management,  Office  of 
the  Secretary  of  Defense,  Secret  Service,  Social 
Security  Administration,  U.S.  Air  Force,  U.S. 

Army,  U.S.  Bankruptcy  Courts,  U.S.  Coast  Guard, 
U.S.  Courts,  U.S.  Marine  Corps,  U.S.  Marshals 
Service,  U.S.  Navy,  U.S.  Postal  Service,  U.S. 

Senate,  Veterans  Administration  and  Virginia 
Contracting  Activity. 

Commercial  Clients — Air  Products  and  Chemicals, 
Bankers  Trust  Company,  Canadian  Bankers 
Association,  Chevron  Research  USA,  David 
Samoff  Research  Center,  DOW  Chemical,  General 
Motors,  Kerr-McGee,  Marion  Merrel  Dow 
Pharmaceuticals,  Martin  Marietta,  MCI,  Merck, 
Sharp  & Dohme  Pharmaceuticals,  Miles-Mobay, 
Mobil  Oil  USA,  Moore  Business  Forms,  Sandoz 
Pharmaceuticals,  Schlumberger,  Software  AG  of 
North  America,  Sprint  Cellular  Company,  Syntex 
USA  and  Xerox. 
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Marketing  and  Sales 

Cordant  markets  its  services  through  a direct  sales 
force. 

Alliances 

Cordant  has  a range  of  teaming  partners  and 
subcontractors  in  support  of  the  services  it  provides 
to  its  clients,  including  the  following: 

• U.S.  Navy  Facilities  CAD2 — Team  Cordant  is 
composed  of  Autodesk,  Softdesk,  ESRI, 

Informix,  Sun  and  many  others. 

• DASH  contract — Subcontractors  include  Data 
General,  Santa  Cruz  Operation,  Informix  and 
InterSystems. 

• Defense  Intelligence  Agency  Systems  and 
Software  Services  contract — Teaming  partners 
include  Apple’s  Federal  Division. 

• U.S.  Courts  Bankruptcy  Noticing — Moore 
Business  Communications. 

Competitors 

Cordant’s  primary  competitors  include  Computer 
Sciences  Corporation  and  Intergraph. 
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Corporate  Computing 
International 


President 

& CEO:  Christine  Comaford 

2549  Waukegan  Road 
Suite  108 

Bannockburn,  IL  60015 

Phone:  (708)374-1995 

Fax:  (708)374-1124 


Status:  Private 

Employees:  25  (9/94) 

Revenue:  $ 4,000,000* 

Fiscal  Year  End:  12/31/94 

* Company  estimate 

Company  Description 

Corporate  Computing,  founded  in  1987, 
provides  consulting,  training  and  software 
products  in  the  areas  of  graphical  user 
interface  (GUI)  standards  and  client/server 
development. 


Organization  and  Structure 

Corporate  Computing  is  headquartered  in 
Bannockburn  (IL)  and  has  regional  offices  in 
Concord  and  Sausalito  (CA)  and  Issaquah 
(WA). 

Company  Strategy 

Corporate  Computing’s  strategy  is  to  provide 
products  and  services  to  major  corporations  in 
the  areas  of  client/server  and  GUI  development 
that  minimize  client  risk. 
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Financials 

Corporate  Computing  estimates  that  its  1994 
revenue  will  reach  $4  million,  a 1 00%  increase 
over  1993  revenue  of  $2  million.  The 
company  has  grown  more  than  50%  annually 
since  its  inception. 

Revenue  Analysis  by  Product/Service 

Approximately  50%  of  Corporate 
Computing’s  revenue  is  derived  from 
education  services,  40%  from  software 
products  and  10%  from  consulting. 

Market  Financials 

Corporate  Computing’s  cross-industry 
products  and  services  are  used  by  more  than 
460  clients  in  a range  of  industries.  Many 
clients  are  Fortune  500  companies. 

Geographic  Markets 

An  estimated  95%  of  Corporate  Computing’s 
1994  revenue  will  be  derived  from  the  U.S. 
and  5%  from  international  sources,  including 
Canada,  Europe  and  South  America. 

Employees 

As  of  December  1993,  Corporate  Computing 
had  5 employees.  The  company  currently  has 
25  employees,  segmented  as  follows: 


Marketing/sales 8 

Product  development 3 

Consulting  and  training 5 

Customer  support 3 

General  and  administrative 6 


25 

Corporate  Computing  employs  consultants 
that  have  assisted  in  the  development  of 
Microsoft  Windows,  OS/2  and  numerous  GUI 
and  client/server  applications. 


• All  instructors  are  senior  analysts  with  a 
minimum  of  three  years  GUI  design  and 
seven  years  of  software  development 
experience. 

• Many  of  the  company’s  consultants  speak  on 
and  publish  articles  about  GUI  and 
client/server-related  isssues. 

Key  Products  and  Services 

Corporate  Computing  offers  consulting, 
training  and  software  products  as  follows: 

Software  Products 

GUI  Guidelines™  consists  of  on-line  help 
software  explaining  GUI  design  guidelines  for 
all  components  of  GUI  application  design. 

• The  software  provides  techniques  for 
creating  consistent  GUI  components;  popup 
illustrations  of  GUI  design  standards  and 
terms;  easy  to  follow  rules  and 
recommendations;  and  forms  for  maintaining 
and  enhancing  GUI  Guidelines. 

• GUI  Guidelines  is  available  in  Windows, 

OS/2,  PowerBuilder  and  Motif  versions. 

RADPath™  is  a Windows-based  process 
management  product  that  provides  the 
knowledge  transfer  to  support  rapid  iterative 
client/server  application  development. 

• RADPath  provides  Infrastructure, 

Management  and  Development  paths  that 
allow  the  manager  to  add  or  delete  project- 
specific  tasks.  The  Infrastructure  Path 
outlines  all  organizational  and  technical 
foundations  that  must  be  set  up  to  support 
GUI  client/server  development.  The 
Management  Path  outlines  the  procedures 
and  processes  needed  for  management  of  a 
specific  project.  The  Development  Path 

Corporate  Computing,  Inc. 
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outlines  all  procedures  and  processes  needed 
for  the  development  of  a specific  project. 


• Other  features  include  on-line  checklists  for 
a consistent  software  development  process 
and  built-in  usability  and  code  reuse. 


Consulting 


Consulting  services  are  offered  in  the  areas  of : 

• GUI  design  and  review 

• GUI  Guidelines  customization 


• RADPath  implementation  and  customization 

• Executive  client/server  jump-start  program 
Training/Seminars 

Corporate  Computing  offers  the  following 
seminars  which  are  available  as  classroom 
lectures  with  hands-on  learning  exercises. 

• Effective  GUI  Design™  for  Developers 

• Effective  GUI  Design™  for  End  Users 

• Effective  GUI  Migration™  Strategies  for 
Managers 

• Effective  GUI  Client/Server  Development 
with  RADPath™ 


Instruction  is  provided  at  the  clients’  site  and 
public  sites  throughout  the  U.S.  and  Canada. 


Clients 

A partial  client  list  by  industry  is  shown  in  the 
exhibit  on  the  following  page. 


Marketing  and  Sales 


Corporate  Computing  markets  its  products 
through  a direct  sales  force  and  selected 


business  partners  located  in  North  America 
and  Europe. 

Alliances 

Corporate  Computing  has  alliances  with 
various  companies  including  the  following: 

• Business  Partners — AJJA  Information 
Technology  Consolidated,  PowerCerv, 
Visual  Systems  Development  Corporation, 
Affair  Automation  (Benelux),  milestone 
software  GmbH  (Germany),  SEQUEL 
(UK.) 

• Training  Brokers — NETG,  DCI 

• Licensees — Powersoft,  CSC  Consulting, 
Texas  Instruments 


Corporate  Computing,  Inc. 
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Exhibit 

Corporate  Computing,  Inc. 
Partial  Client  List 


Aerospace — Lockheed  Missiles  & 

Consumer  Goods — 3M  Corporation, 

Options  Exchange — Chicago 

Space 

Frito  Lay,  Johnson  Wax,  Kraft 

Mercantile  Exchange,  Dow  Jones  & 

General  Foods,  Levi  Strauss  & Co., 

Co. 

Airlines — American  Airlines,  United 

Miller  Brewing,  Quaker  Oats  Co., 

Airlines 

Reebok,  Solo  Cup,  The  Clorox  Co., 

Petroleum  Refining — ARCO 

The  Gap,  United  Parcel  Service 

Products  Co.,  Exxon  Co.,  Mobil  Oil 

Agriculture  Manufacturing — John 

Co.,  Pennzoil  Co.,  Phillips  Petroleum, 

Deere 

Electronics — Duracell,  Hitachi,  Intel, 
NEC  Technologies,  Sony  Electronics, 

Texaco  E&P 

Banking,  Financial — Charles 

Texas  Instruments 

Pharmaceuticals — Abbott 

Schwab,  Citibank,  Discover  Card,  JP 

Laboratories,  Eli  Lily  & Co.,  G.D. 

Morgan,  Merrill  Lynch,  Wells  Fargo 

Food  & Beverage — Boston  Chicken, 

Searle,  Upjohn  Co. 

Bank 

Coca  Cola,  Kellogg  Co.,  RJR  Nabisco 
Foods  Group,  Pepsi  Cola  Corporation 

Publishing  and  Printing — Dun  & 

Chemicals — Monsanto 

Government  Public  Services — The 

Bradstreet 

Computer/Industrial  Equipment — 

Federal  Reserve,  U.S  Customs 

Retail — Dayton  Hudson  Dept.  Stores, 

Chevron  Information  Technology 

Service,  U.S.  Department  of  Energy, 

K-Mart  Corporation,  Sears,  Roebuck 

U.S.  Navy,  United  Nations 

& Co.,  Target  Stores 

Computer  Software/Hardware — 

Compaq  Computer  Corporation, 

Insurance — Allstate  Insurance  Co., 

Software  Development — Sybase, 

Hewlett-Packard,  IBM,  Intersolv, 
Lotus  Development,  Microsoft, 

Cigna 

Inc. 

Powersoft, 

Medical,  Managed  Care — Humana, 

Telecommunications — AT&T, 

Inc. 

Southwestern  Bell,  Sprint,  Unisys 

Consulting — Andersen  Consulting, 

Corp. 

EDS,  HP  Consulting  Services,  KPMG 
Peat  Marwick,  Price  Waterhouse 

Metals — Aluminum  Co.  of  America 

Transportation/Travel — Sabre 

Manufacturing — Boehringer 
Mannheim,  Xerox  Corporation,  Zenith 

Travel  Information 

Co. 

Utilities — Consolidated  Edison  of  NY 

Corporate  Computing,  Inc. 
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CORPORATE  SOFTWARE  INC. 


275  Dan  Road 
Canton,  MA  02021 
Phone:  (617)821-4500 

Fax:  (617)821-5688 


Chairman  & CEO: 
President: 

Status: 

Total  Employees: 
Total  Revenue: 
FYE: 


Morton  H.  Rosenthal 
Steve  Moore 
Public  Corporation 
650 

$301,085,000 

12/31/92 


Key  Points 


Corporate  Software  Inc.  (CSI)  launched  a new  personal  computer 
support  business  in  June  1991  that  offers  help  desk  outsourcing. 

This  support  business  is  designed  to  offer  telephone  and  onsite 
support  for  corporate  enduser  support  groups  and  endusers. 
Outsourcing  services  are  available  to  corporations,  software 
publishers,  personal  computer  manufacturers  and  distributors,  value- 
added  resellers  and  systems  integrators. 

In  1992,  CSI  was  the  top  reseller  of  Lotus  Notes  in  the  United  States. 
CSI  offers  onsite  training,  installation  and  consulting  services  for 
Lotus  Notes. 

In  1992,  CSI  formed  a new  tele-sales  group  targeting  small-  to 
medium-sized  companies  and  expanded  beyond  its  traditional  sales 
approach  of  selling  to  the  Fortune  1000. 

CSI  is  the  only  corporate  personal  computer  software  reseller  with 
operations  in  the  United  States,  Canada  and  Europe. 

In  1992,  CSI  launched  the  ADVANCE  program  for  large 
corporations.  This  program  is  designed  to  assist  them  in  acquiring, 
distributing,  and  maintaining  software  worldwide. 
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Company  Corporate  Software  Inc.  (CSI)  is  an  international  supplier  of 

Description  microcomputer  products  and  related  support  services  to  businesses  and 

institutions.  CSI  serves  Fortune  1000  companies  and  medium-sized 
businesses  in  the  United  States,  Canada  and  Europe. 


Company  History  CSI  was  founded  in  November  1983  and  made  an  initial  public  offering 

on  the  NASDAQ  over-the-counter  market  in  July  1987.  Since  1987, 
CSI's  common  stock  has  been  traded  on  the  NASDAQ  National 
Market  System. 


Financials  Total  1992  revenue  reached  $301  million,  a 33%  increase  over  net  sales 

of  $227  million  in  1991.  Net  income  rose  21%  from  $4.8  million  in 
1991  to  $5.8  million  in  1992.  A five-year  financial  summary  follows: 


CORPORATE  SOFTWARE  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

Percent  increase 
from  previous  year 

$301,085 

33% 

$226,892 

15% 

$197,012 

45% 

$135,544 

47% 

$92,332 

Income  before  taxes 
• Percent  increase 
from  previous  year 

$9,367 

19% 

$7,877 

33% 

$5,928 

10% 

$5,396 

7% 

$5,065 

Net  income 
• Percent  increase 
from  previous  year 

$5,859 

21% 

$4,829 

34% 

$3,595 

11% 

$3,237 

6% 

$3,057 

Earnings  per  share 

$1.00 

$.92 

$.70 

$.64 

$.67 

Revenue  for  the  three  months  ending  December  31,  1992,  reached 
$90.7  million,  a 36%  increase  over  $66.9  million  for  the  same  period  in 
1991.  Net  income  for  the  period  rose  30%,  from  $1.58  million  to  $2.06 
million. 


Page  2 of  4 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


March  1993 


CORPORATE  SOFTWARE  INC. 


INPUT 


Alliances 

CSI  has  an  agreement  with  Bull  HN  Information  Systems  Customer 
Services  Operations  to  market  CSI's  personal  computer  and  Macintosh 
support  services  to  its  customers. 

Key  Products  and 
Services 

CSI's  services  include  help  desk  and  end-user  support,  outsourcing 
solutions,  help  desk  automation  tools  and  consultancy,  technology 
workshops  and  training  programs,  software  integration  and  publications 

CSI  sells  and  supports  more  than  800  software  products  and  more  than 
200  hardware  add-ins  for  IBM  compatible  PCs  and  Apple  Macintosh 
computers. 

• CSI  is  a reseller  of  software  and  hardware  add-ins.  The  following  is 
a list  of  the  primary  vendors  whose  products  are  sold  and  supported: 
Borland  International,  IBM  Corporation,  Lotus  Development 
Corporation,  Microsoft  Corporation,  Novell,  Inc.,  Software 
Publishing  Corporation,  and  WordPerfect  Corporation. 

• The  following  is  a sample  of  the  product  categories  supported  by 
CSI:  data  base  management,  desktop  publishing  and  graphics, 
networking,  operating  environments,  spreadsheets,  and  word 
processing. 

The  support  services  offered  by  CSI  are  intended  to  augment  or  replace 
the  clients'  internal  support  staff  and  relieve  some  of  the  burden  and 
cost  of  end-user  support. 

Products  and  services  offered  by  CSI  can  be  obtained  three  ways: 

• Product  and  support  services 

• Support  services  only 

• Product  purchases  only 

Clients 

CSI's  clients  include  Bell  Atlantic,  Chemical  Bank,  Gillette,  Intel, 
Johnson  & Johnson,  Pfizer,  and  the  Society  Corporation. 

Industry  Markets 

CSI  sells  its  products  and  services  across  industry  sectors  to  medium 
and  large-sized  corporate  entities  and  government  institutions. 
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Geographic 

Markets 

CSI  operates  throughout  the  U.S.,  Canada  and  Europe.  ^ 

North  American  sales  accounted  for  62%  of  1992  revenue.  The 
remaining  38%  was  derived  from  European  sources.  The  European 
percentage  of  total  sales  went  down  slightly  in  1992  compared  to  that 
portion  of  revenues  in  1991.. 

CSI  has  its  headquarters  in  Canton,  MA,  25  domestic  offices  in  the 
United  States  and  four  offices  in  Canada. 

CSI  operates  the  following  international  subsidiaries:  International 
Software  Limited  in  the  U.K.,  Corporate  Software,  Germany, 

Corporate  Software,  France. 

CSI  also  opened  a sales  office  in  Belgium  in  1992. 

Computer 
Hardware  and 
Software 

CSI  uses  IBM  and  Apple  microcomputers  and  peripherals  for  client 

support.  — r 

o 
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Corporate  Systems,  Ltd. 


President  & CEO:  Johnny  Mize 

1200  Corporate  Systems  Center 
Amarillo,  TX  79102-4410 
Phone:  (806)  376-4223 

Pax:  (806)  376-4077 


Status:  Limited  Partnership 

Employees:  435  (9/95) 

Revenue:  $39,750,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• Corporate  Systems  is  a leading  supplier  of 
risk  management  systems  and  services. 

• The  company  has  over  27  years  of 
experience  in  providing  state-of-the-art 
products  to  corporate  clients.  Corporate 
Systems’  clients  now  include  over  36%  of  the 
Fortune  500. 

• The  company  has  operated  profitably  since 
1975. 

• In  1994,  Corporate  Systems  introduced  its 
CS  EDGE  Series  of  client/server  products  to 


bring  multiplatform  functionality  to  its 
clients. 

Company  Description 

Corporate  Systems,  formed  in  1967,  provides 
risk  management  information  systems  and 
services  to  more  than  4,000  clients 
nationwide. 

• Property  and  casualty  claims  management 
applications  are  supported  via  processing 
services  and  applications  software  products 
to  a range  of  U.S.  businesses. 

• Clients  include  Fortune  500  companies, 
state  and  local  governments,  medical 
providers,  insurance  companies  and  claims 
administrators. 
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Corporate  Systems’  management  states  that 
its  company  offers  the  only  risk  management 
information  service  that  provides  a total  cost 
control  solution  that  addresses  workers 
compensation  and  liability  costs  on  six  major 
fronts: 

• Prevention,  with  specialized  safety  data  to 
help  determine  the  cause  of  losses  and  take 
preventative  action. 

• Early  intervention,  with  a centralized 
automated  accident  reporting  system  to 
speed  claims  reporting  by  phone. 

• Proactive  claims  administration,  offering  an 
intelligent  workstation  integrating 
comprehensive  claims  management  tools. 

• Medical  cost  management,  with  utilization 
review,  fee  schedule  review,  managed  care, 
and  disability  duration  review. 

• Disability  claims  management,  with  a 
system  for  monitoring  short  term,  long  term, 
sick  leave,  and  salary  continuance. 

• CS  PRISM,  Corporate  Systems’  family  of 
integrated  risk  management  software 
products. 

Corporate  Systems  is  an  independent 
company  structured  as  a limited  partnership. 

Organization  and  Structure 

Corporate  Systems  is  headquartered  in 
Amarillo  (TX)  and  has  an  office  in  Lisle  (IL). 

Corporate  Systems’  key  executives  are 
summarized  as  follows: 


Corporate  Systems,  Ltd. 
Key  Executives 


Name 

Title 

Johnny  Mize 
Scott  Gilmour 
John  Champlin 

President  and  CEO 
VP  Sales  and  Marketing 
VP  Client  Services 

Company  Strategy 

Corporate  Systems’  strategy  is  to  deliver 
quality  services  and  build  long  lasting 
partnerships  through  innovative  customer- 
driven  technologies. 

Corporate  Systems  is  working  on  delivering 
electronic  data  interchange  (EDI)  solutions  to 
its  clients. 

• The  first  phase  of  EDI  will  focus  on  the  First 
Reports  of  Injury  for  those  states  that  are 
mandating  compliance.  Twelve  production 
stages  are  targeted  by  year  end.  The  core 
team  contains  seven  Corporate  Systems’ 
professionals. 

• Electronic  medical  bills  and  Subsequent 
Reports  of  Injury  projects  are  currently 
underway. 

Financials 

Corporate  Systems'  1994  revenue  reached 
$39.7  million,  a 25%  increase  over  1993 
revenue  of  approximately  $31.8  million.  A 
five-year  revenue  summary  appears  on  the 
following  page. 
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Corporate  Systems,  Ltd. 
Five-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

• Percent  change  from 

$39.7 

$31.8 

$27.0 

$27.3 

$25.4 

previous  year 

25% 

18% 

(1%) 

7% 

13% 

Research  and  development  costs  were 
approximately  $4  million  in  1994  and  $1.2 
million  in  1993. 

Corporate  Systems  estimates  that  1995 
revenue  will  reach  $42  million. 

Revenue  Analysis  by  Product / Service 

Corporate  Systems’  1994  revenue  was  derived 
approximately  as  follows: 


Risk  management  report 

services 63% 

Installations  and  programming 5% 

Computer  equipment  rental 10% 

Special  project  fees 
and  other 22% 


100% 

Revenue  from  risk  management  report 
services  consists  of  fees  charged  for  the 
processing  of  various  risk  management 
reports  and  related  services  and  reimbursed 
costs  associated  with  printing  and  shipping 
such  reports. 

Revenue  from  computer  equipment  rentals 
represent  amounts  charged  for  leasing  certain 
computer  equipment. 

Special  project  fees  represent  revenues  from 
agreements  with  several  large  customers  to 
provide  risk  management  services. 

Other  operating  revenues  (representing  less 
than  1%  of  1994  revenue)  primarily  result 


from  software  sales  and  support,  consulting 
and  certain  other  reimbursed  costs. 
Consulting  fees  include  amounts  charged  for 
training  customer  personnel. 

Market  Financials 

Corporate  Systems  derives  its  revenue  from 
Fortune  500  companies,  state  and  local 
governments,  medical  providers,  insurance 
companies  and  claims  administrators. 

Revenue  is  derived  approximately  as  follows: 


Insurance  companies 40% 

Corporations 40% 

Government 10% 

Other 10% 


100% 

Geographic  Markets 

One  hundred  percent  of  Corporate  Systems’ 
revenue  is  derived  from  the  U.S.  Clients  are 
located  in  all  50  states. 

Employees 

As  of  December  31,  1994,  Corporate  Systems 
had  approximately  430  employees.  The 
company  currently  has  435  employees, 
segmented  as  follows: 


Corporate  Systems,  Ltd. 
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Marketing  and  sales 12 

Customer  support 180 

Research  and  development 24 

Computer  operations 134 

General  and  administrative 25 


435 

Key  Products  and  Services 

Corporate  Systems’  products  and  services  can 
consolidate  total  cost  of  risk  and  provide 
effective  communication  to  all  levels  of 
management. 

Corporate  Systems  offers  the  following  six 
products,  which  are  available  via  processing 
services  or  software  products: 

• CS  Online  is  a mainframe-based,  menu- 
driven  system  for  producing  safety  and 
financial  statistics.  The  system  improves 
safety-loss  control  procedures  and  overall 
awareness  of  risk  management  expense  and 
trends. 

• CS  TeleClaim  is  an  automated  accident 
reporting  system  that  can  cut  average 
reporting  time  from  18  days  to  one 

day — facilitating  early  intervention  and 
improved  accuracy — reducing 
administrative  and  claims  expenses. 

- CS  TeleClaim  uses  an  800-number  central 
control  desk  for  receiving  accident  reports 
by  phone.  From  claim  data  received,  the 
system  automatically  produces  state- 
required  workers  compensation  reports  for 
all  50  states  plus  an  ACORD-like  form  for 
liability,  property  and  crime  claims. 

- Central  data  entry  can  be  handle  by  the 
client  or  by  Corporate  Systems. 

- CS  TeleClaim  is  available  to  run  on 
mainframe  or  standalone  environments. 


• CS  Claims  Administration  System  (CAS),  an 
adjuster's  intelligent  workstation,  is  a 
totally  integrated  system. 

- Modules  are  available  for  claims 
management,  diary/narrative,  word  (form) 
processing,  supervisor/adjuster  reporting, 
check  processing,  vocational  rehabilitation 
and  reinsurance  tracking. 

- CAS  is  available  to  run  on  a mainframe  or 
standalone  environment. 

• CS+  Managed  Care  is  an  integrated  medical 
cost  management  system  that  consistently 
saves  clients  as  much  as  35%  in  workers 
compensation  medical  costs.  The  system 
can  also  be  used  for  liability  claims. 

- CS+  Managed  Care  combines  utilization 
review,  disability  duration  guidelines  and 
managed  care  to  form  a single-source 
solution  to  medical  cost  control. 

- CS+  Managed  Care  is  available  as  an  on- 
line service  from  Corporate  Systems,  or  in 
a dedicated  service  center  environment  on 
mainframe  or  standalone  systems.  The 
system  can  be  linked  electronically  to 
other  claims  management  systems. 

• CS  Disability  Claims  Management  System 
(DCMS)  incorporates  and  maintains  plan 
designs  for  short-term  disability,  long-term 
disability,  union  and  sick  leave.  The  system 
integrates  workers  compensation  and 
disability,  and  edits  for  "double  dipping." 

- DCMS  automates  disability  claims  and 
payment  claims,  provides  tools  for 
consistent  administration  of  disability 
plans,  monitors  disability  duration, 
consolidates  data  for  all  disability  plans, 
identifies  vendor  expenses  on  a per  case 
basis,  improves  information  for 
rehabilitation  decisions,  and  correlates 


Page  4 of  6 


©INPUT  1995.  Reproduction  prohibited. 


Corporate  Systems,  Ltd. 

October  1995 


INPUT  Vendor  Profile 


disability  and  workers  compensation 
claims. 

- DCMS  runs  in  a mainframe  environment. 

• CS  PRISM  for  Windows,  introduced  in  April 
1995,  is  a claims  administration  system  for 
standalone  environments. 

- Applications  supported  include  automated 
accident  reporting,  claims/incident 
recordkeeping,  carrier/administrator  data 
transfer,  loss  prevention  analysis, 
property  management,  management 
reporting,  claims  payment  and  medical 
cost  management. 

- The  product  allows  for  a graphical  user 
interface  to  all  critical  adjuster  functions. 

- There  are  currently  over  50  installations 
of  CS  PRISM. 

The  CS  EDGE  SERIES  of  products  are  being 
developed  to  bring  multiplatform  functionality 
to  the  Corporate  Systems  client  and  to  provide 
products  they  can  run  in  a Windows-type/GUI 
environment. 

• The  first  product  in  the  CS  EDGE  SERIES, 
CS  KNOWLEDGE,  was  introduced  in  1994 
and  is  an  ad-hoc  report  writer  that 
simplifies  the  process  of  creating  reports 
from  claims  and  risk  data. 

• CS  TELECLAIM,  developed  with  client 
partner  Aetna,  will  be  released  in  1995. 

• CS  PROPERTY  (for  fixed  asset  tracking) 
will  be  next  in  line  for  release. 

Additional  processing  services  available  from 
Corporate  Systems  include  the  following: 

• Coverage  Management  is  a mainframe- 
based  system  that  provides  permanent, 
secure  storage  of  and  immediate  on-line 


access  to  all  policies  and  contracts.  These 
include  insurance  policies,  claim  service 
agreements,  safety  inspection,  boiler  and 
property  inspections,  international  policy 
records,  surety  bonds,  consulting  contracts, 
brokerage  service  contracts  and  reinsurance 
participation. 

• Corporate  Systems  converts  tapes  and/or 
electronic  transmissions  from  all  major 
insurance  carriers  and  third-party 
administrators  into  Corporate  Systems’ 
format. 

• Corporate  Systems  also  offers  clients 
administrative  aids  (folder  and  mailing 
labels,  claims  review  reminders,  electronic 
mail,  and  hard  copy  claims  abstracts)  and 
custom-designed  reports. 

Clients 

Insurance  Companies — American 
International  Underwriters,  Aetna  Life  & 
Casualty,  Commercial  Union,  Companion 
Insurance  Company,  Continental  Insurance 
Company,  Crum  & Forster  Insurance 
Company,  Employers  Casualty  Insurance  of 
Texas,  Frontier  Adjusters,  Garden  State 
Reinsurance  Association,  Industrial 
Indemnity,  Mutual  Service  Insurance 
Company,  National  Council  on  Compensation 
Insurance,  ITT  Hartford,  Oswald  Risk 
Management  Services  Company,  Reliance 
National,  Royal  Insurance  Company,  St.  Paul 
Insurance  Company  and  United  Community 
Insurance  Company. 

Corporate  Clients — ABM  Industries 
Incorporated,  Allright  Auto  Parks,  American 
Hull,  BellSouth  Corporation,  Burger  King, 
Chambers  Development/Security  Bureau, 
Champion  International,  Chubb  Services 
Corporation,  Circle  K,  Collins  & Aikman, 
Cooper  Industries,  Coastal  Corp.,  Enterprise 
Rent-A-Car,  Friendly  Ice  Cream,  Frozen  Food 
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Express  Industries,  GAB,  Gallagher  Bassett, 
General  Signal,  Graham  Company,  Interstate 
Distributor,  Jardine  Emett  & Chandler,  J.B. 
Hunt  Transport,  Kern  and  Wooley, 

McDonalds,  Morrison  Knudsen  Corporation, 
Owens  Corning  Fiberglass,  Pfizer,  Sherwin 
Williams,  Southwestern  Public  Service,  Texas 
Builders  Association,  Tyler  Cooper  & Alcorn, 
United  Supermarkets,  Xerox  Corporation  and 
Zurich. 

Government  Clients — The  Ohio  Comp,  State  of 
Louisiana,  State  of  Georgia  and  Texas 
Worker’s  Compensation  Insurance  Fund. 

Marketing  and  Sales 

Corporate  Systems  markets  its  products 
through  a direct  sales  force  of  approximately 
six  sales  persons. 


Alliances 

Corporate  Systems  is  a Microsoft  Solution 
Provider. 

The  company  has  alliances/marketing 
agreements  with  other  vendors  as  follows: 

• Data  General 

• IBM 

• AT&T 

Competition 

Corporate  Systems  primary  competitors 
include  David  Corporation  and  CIC. 
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CSG  SYSTEMS,  Inc. 


Chairman  & CEO:  Neal  Hansen 

Vice-Chairman 

& President:  George  F.  Haddix 

10825  Old  Mill  Road 
Omaha,  NE  68154 

Phone:  (402)  222-7475 

Fax:  (402)  222-7572 


SYSTEMS,  INC. 


Status: 

Parent: 

Employees: 

Revenue: 

Fiscal  Year  End: 

'INPUT  estimate 


Subsidiary 
CSG  Holdings,  Inc. 

580 

$80,000,000' 

12/31/94 


Group  Inc.,  Trident  Capital,  L.P.,  as  well  as  CSG 
Holdings  management. 

• As  of  December  1994,  CSG  serviced  more  than 
16  million  cable  subscribers,  up  from  15.4 
million  subscribers  as  of  the  end  of  1993. 


Key  Points 

• CSG  SYSTEMS,  Inc.  (CSG)  is  the  nation’s 
second  largest  provider  of  subscriber 
management  services  to  the  cable  television  and 
telephony  industries. 

• CSG  was  acquired  from  First  Data  Corporation 
in  late  1994  by  CSG  Holdings,  Inc.,  a newly 
formed  company  . CSG  Holdings  is  owned  by 
investment  partnerships  with  Morgan  Stanley 


Company  Description 

CSG  provides  subscriber  management  processing 
and  related  customer  care  products  to  the  cable 
television  and  telephony  industries. 

CSG  services  more  than  800  cable  systems 
nationwide,  including  many  of  the  major  Multiple 
System  Operators  (MSOs)  in  the  nation.  Other 
clients  include  an  on-line  services  provider,  a video 
dial  tone  provider  and  several  direct  broadcast 
satellite  (DBS)  providers. 
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Company  History 

CSG  was  originally  established  in  1982  as  a 
business  unit  within  First  Data  Resources,  Inc. 
(FDR). 

In  1989,  American  Express  Company,  FDR’s 
parent  company,  formed  American  Express 
Information  Services  Corporation  (ISC)  and 
established  CSG  as  a distinct  business  unit — Cable 
Services  Group — separate  from  FDR. 

In  April  1992,  American  Express  completed  an 
initial  public  offering  of  stock  in  American  Express 
ISC,  changing  the  corporation’s  name  and  identity 
to  First  Data  Corporation.  Cable  Services  Group 
operated  as  a subsidiary  of  First  Data  Corporation. 

CSG  Holdings  purchased  Cable  Services  Group 
from  First  Data  in  December  1994  and  the  unit  was 
renamed  CSG  SYSTEMS,  Inc. 

Organization  and  Structure 

In  addition  to  Neal  Hansen  (Chairman  and  CEO) 
and  George  F.  Haddix  (Vice-Chairman  and 
President),  CSG  Holdings  has  the  following 
executive  officers: 

• CFO — Dave  Brenner 

• Senior  VP,  Marketing  & Telephony — Mary  Beth 
Loesch 

• Senior  VP,  Corporate  Development — J.  Jack 
Pogge 

Company  Strategy 

CSG's  strategy  is  to  provide  a state-of-the  art 
subscriber  management  system  to  handle  the  needs 


of  the  convergence  (cable  and  telephone) 
marketplace.  The  product  will  be  client/server- 
based  and  operate  on  UNIX  hardware,  using  a 
graphical  user  interface  (GUI)  and  ORACLE 
database  engine. 

Specific  elements  of  the  company's  strategy 
include: 

• Published  applications  programming  interfaces 
(APIs)  to  open  up  the  core  product  to  integrate 
customer  applications  with  CSG  products 

• CSG  Vantage,  the  marketing  information 
reporting  system  using  a relational  database  and 
CSG  VantagePoint,  its  on-premise  option 

• Advanced  Customer  Service  Rep  (ACSR),  a GUI 
to  front-end  the  core  product,  featuring  scripting 
and  customer  interaction  tracking 

• ESP,  which  enhances  the  statement  presentation 
component  of  the  company’s  print  and  mailing 
products  and  custom  statements 

• Financial  Services  Package,  including  auto  check 
refunds,  collections,  electronic  lockbox  and  pay- 
bill  products 

Financials 

INPUT  estimates  CSG's  1994  revenue  was 
approximately  $80  million,  up  7%  from  1993 
revenue  of  $75  million. 

A five-year  revenue  summary  (as  estimated  by 
INPUT)  appears  on  the  following  page. 
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CSG  SYSTEMS,  Inc. 
Five-Year  Revenue  Summary* 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$80.0 

$75.0 

$71.0 

$66.0 

$62.0 

• Percent  change  from 

previous  year 

7% 

6% 

7.5% 

6% 

N/A 

* INPUT  estimates 


CSG  management  attributes  the  company’s 
growth  to  increased  revenue  per  subscriber  and  its 
ancillary  product  and  service  offerings. 

Revenue  Analysis  by  Product/Service 

Virtually  100%  of  CSG’s  revenue  is  derived  from 
its  various  transaction  processing  services  and 
associated  support/professional  services/products. 

Market  Financials 

Most  of  CSG’s  revenue  is  derived  from  the  cable 
television  industry.  CSG  also  has  one  on-line 
service  provider  and  customers  in  the  DBS 
market. 

Most  of  CSG’s  cable  television  customers  range 
in  size  from  10,000  to  more  than  300.000 
subscribers. 

Geographic  Markets 

Currently,  100%  of  CSG's  revenue  is  derived 
from  the  U.S. 

International  sources  are  a target  market.  CSG  is 
currently  exploring  partnership  opportunities 
internationally. 

Employees 

CSG  has  approximately  580  employees  based 
predominantly  in  Omaha,  with  a satellite  sales 
office  in  Denver  (CO). 


Key  Products  and  Services 

CSG  clients  have  on-line  access  to  its  processing 
services  via  remote  terminals  or  PCs. 

Cable  Control  System  (CCS)  is  CSG’s  on-line 
billing  and  transaction  management  system.  It  is 
available  to  clients  as  a processing  service  from 
CSG’s  data  center  in  Englewood  (CO). 

• CCS  is  designed  in  a series  of  integrated 
subsystems  to  facilitate  cable  operations, 
including  software  applications  for  subscriber 
information,  work  orders,  pay-per-view,  house, 
convertor,  scheduling,  dispatching,  adjustments, 
billing,  payments  and  reports. 

• Reporting  is  available  for  a range  of 
levels — MSO,  region,  system,  location  or 
franchise.  More  than  200  standardized  reports 
can  be  supplemented  with  customized  reports 
using  CSG  VANTAGE  (formerly  VIP) — CSG's 
on-line  relational  database  reporting  tooi. 

• CSG  has  migrated  CCS  to  a client/server 
platform  and  open  architecture  which  will  allow 
clients  to  use  other  software  packages  in 
conjunction  with  CCS. 

• As  CCS  evolves  to  its  next  generation,  it  will 
become  a centralized  foundation  billing  system 
that  will  work  with  customizable  administrative 
systems  for  various  industries,  including  cable, 
telephony  and  video-on  demand. 


CSG  SYSTEMS,  Inc. 
April  1995 
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CSG  Vantage  and  CSG  VantagePoint  are 
relational  database  marketing  information 
products. 

ACSR  is  an  advanced  customer  service 
representative  system  that  provides  a graphical 
front-end  to  CCS  to  facilitate  training  and  improve 
productivity. 

Enhanced  Statement  Presentation  (ESP)  enables 
the  cable  company  to  customize  its  statements 
using  conditional  logic  and  graphics/messaging. 

Collections  services  are  offered  in  cooperation 
with  ACB  Business  Services  in  Phoenix  and 
through  payments  tracked  by  CSG’s  CCS  services. 

The  els  Electronic  Lockbox  Service  automates  the 
process  of  posting  electronic  payments  from  cable 
subscribers  through  banks’  ‘"pay-by-phone’’ 
systems. 

• It  captures  exception  payments  and  edits  and 
corrects  them  for  transmission  to  the  receivables 
platform. 

• Manual  processing  of  pay-by-phone  or  PC 
payments  is  eliminated. 

• els  settles  daily  by  wire,  directly  to  the 
customer's  lockbox  depository. 

• Payments  delivered  are  clean,  fully  collected 
and  electronically  transmitted.  No  further 
operator  intervention  is  required. 

Auto-Check  prints,  mails  and  tracks  refund  checks 
to  disconnected  customers  with  credit  balances. 

Marketing  Services  uses  information  from  the 
customer  database  to  design  targeted  marketing 
campaigns  for  pay-per-view,  premium  channel 
subscriptions  and  other  cable  promotions. 

PRIZM Cluster  Coding  adds  geographic  and 
demographic  information  to  existing  customer 
characteristics  in  subscriber  databases  and  sorts 


them  by  households  in  nine-digit  ZIP  code  clusters 
for  improved  target  marketing.  PRIZM  is  offered 
in  cooperation  with  Claritas. 

CablePerks  is  an  automated  frequent-buyer 
program  to  reward  and  motive  good  customers. 

CSG  also  provides  complete  mailing  and  printing 
services,  inserting  ipto  more  than  16  million  cable 
subscriber  statements  per  month. 

CSG  usually  enters  into  agreements  with  its  cable 
television  system  clients  for  initial  periods  of  no 
less  than  two  years,  with  optional  renewal  periods. 
Revenues  consist  primarily  of  customer  fees  paid 
monthly  based  on  the  number  of  subscribers,  as 
well  as  fees  for  additional  services  which  are 
billed  on  a per  transaction  basis. 

Support  Services 

Each  client  site  is  assigned  an  Account 
Representative  who  reports  to  a National  Account 
Manager  with  MSO-specific  responsibility. 

Information  Specialists  support  reporting  and  VIP 
needs  and  help  with  inquiries  and  are 
complemented  by  other  specialists,  such  as  an 
Addressibility  team  that  provides  support  on  pay- 
per-view  event  processing. 

CSG  offers  a 24-hour  Help  Control  Desk  for 
system  support  and  equipment  concerns. 

For  new  customers,  CSG  assigns  a specific 
conversion  consultant  to  each  site  while  migrating 
to  CSG. 

Other  interaction  is  provided  through  user  groups, 
executive  conferences,  client  surveys,  system 
enhancement  bulletins  and  newsletters. 

Clients 

CSG  supports  more  than  800  cable  systems, 
including  many  of  the  major  MSOs  in  the  nation, 
representing  more  than  16  million  subscribers. 
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A sample  of  clients  includes  the  top  13  of  the  25 
major  MSOs,  a video  dial  tone  provider,  an  on- 
line service  provider  and  several  DBS  customers. 

Marketing  and  Sales 

CSG  markets  its  products  and  services  through  a 
direct  sales  force  from  its  offices  in  Omaha  and 
Englewood  (CO). 

Alliances 

CSG  has  alliances/partnerships/joint  marketing 
agreements  with  various  vendors  as  follows: 

• Oracle  Systems  Corporation 

• Claritas 

• Other  system  integrators 

Competitors 

CSG’s  major  competitor  is  CableData.  Others 
include  Electronic  Data  Systems  and  Information 
Systems  Development  Group. 

INPUT  Assessment 

CSG’s  major  strengths  include: 

• Functionally  rich  subscriber  management  . 
system  with  cycle  billing  (28  cycles) 

• State-of-the  art  marketing  information  reporting 
system  with  relational  database  (CSG  Vantage) 
and  on-premise  option  (CSG  VantagePoint) 

• GUI  interface  (ACSR) 

• Published  APIs 

Challenges  over  the  coming  year  include: 

• Delivery  of  a standalone  UNIX-based  solution 

• International  presence  and  delivery  of  a 
telephony  product 

The  primary  challenge  from  an  information 
processing  perspective  is  to  transform  the  cable 


industry  from  a subscription-based  business  to  one 
that  is  transaction-based  to  accomodate  the 
convergence  marketplace. 

• The  traditional  cable  operator-subscriber 
relationship  will  expand  to  a multi-dimensional 
one,  as  new  technologies  and  services  allow  a 
single  cable  customer  to  purchase  cable, 
telephony  and  video-on-demand  all  from  the 
same  provider. 

• Information  processors  must  offer  maximum 
flexibility  and  service  and  a system  that  allows 
integration  with  other  products  and  systems, 
permits  customization  and  leverages  other 
technologies. 


Parent  Company 

CSG  Holdings,  Inc. 
6200  South  Quebec 
Englewood,  CO  80111 
Phone:  (303)488-8689 


CSG  SYSTEMS,  Inc. 
April  1995 
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CROSS  ACCESS  CORPORATION 

2900  Gordon  Avenue 
Suite  101 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Raymond  J.  Navara 
Private 
40* 

$4,000,000* 

8/31/92 


Santa  Clara,  CA  95051 
Phone:  (408)  735-7545 
Fax:  (408)  735-0328 


*INPUT  estimate 


Key  Points 


CROSS  ACCESS  Corporation  (CROSS  ACCESS),  formerly 
DB/ ACCESS  Inc.,  offers  software  products  that  directly  address  the 
problem  of  enterprise-wide  data  access  and  delivery. 

CROSS  ACCESS'  strategic  focuses  on  offering  access  to  data  across 
a multi-vendor  environment. 

The  product  architecture,  for  the  product,  CrossAccess,  is  based  on  a 
client-server  model. 

CROSS  ACCESS  supports  the  Data  Delivery  segment  of  IBM's 
Information  WarehouseTM  framework  that  was  announced  in 
September  1991. 

CROSS  ACCESS  is  experiencing  increased  competition  in  1992 
from  Information  Builders. 


December  1992 
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Description 

CROSS  ACCESS  Corporation  is  a developer  of  software  data  delivery 
systems  that  enable  user  organizations  to  access,  manipulate  and 
integrate  information  located  in  distributed  multivendor  environments 
throughout  the  business. 

Company 

History 

CROSS  ACCESS  was  established  in  1986  and  it  was  originally  formed 
as  DB/ ACCESS  Inc. 

• CROSS  ACCESS  is  a private,  venture-funded  developer  of  software 
data  delivery  systems. 

• CROSS  ACCESS  investors  include:  MK  Global  Ventures  of  Palo 
Alto;  Hambrecht  & Quist,  Taiwan,  and  AVI  Venture  Partners, 
Menlo  Park  (CA). 

Financials 

INPUT  estimates  that  CROSS  ACCESS'  1992  revenue  (net  of  interest 
expenses)  was  approximately  $4  million. 

Employees 

As  of  March  1992,  CROSS  ACCESS  had  approximately  40  employees. 

Competitors 

CROSS  ACCESS'  primary  competitor  is  Information  Builders 

Key  Products  and 
Services 

INPUT  estimates  that  approximately  80%  of  CROSS  ACESS'  revenues 
came  from  the  company's  flagship  product,  CrossAccess™,  a software 
application  that  provides  an  IBM  standard  DB2  SQL  interface,  and 
20%  from  associated  support  services. 

CrossAccess  comprises  a modular  set  of  software  designed  around  the 
client  server  model  that  links  the  user  application  to  any  one  of 
fourteen  different  relational  and  non-relational  data  bases  through  the 
IBM  standard  language,  DB2  SQL.  Future  product  plans  involve  the 
development  of  interfaces  to  additional  data  bases  and  platforms. 

CrossAccess  is  composed  of  the  following  modules: 

• Installation  Utilities:  Facilitates  the  installation  of  client  and  server 
system  software.  System  and  auxiliary  projection  tables  are  created, 
mapping  the  target  database  to  the  relational  model. 
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Applications  Precompiler:  Enables  the  application  program  to  be 
written  in  C or  COBOL  with  standard  DB2  embedded  SQL 
statements. 

Client  processor:  Receives  the  SQL  request  and  formats  it  for 
processing  by  the  CrossAccess  system.  It  also  handles  message 
routing  and  session  establishment  with  the  CrossAccess  Server 
Processor. 

Server  Processor:  Receives  SQL  requests  and  translates  them  into 
specific  actions  in  the  dialect  needed  to  access  the  data  base. 

Communications  interface:  Provides  a common  interface  to  the  LU 
6.2  and  TCP/IP  communications  protocols. 

Data  Management  Systems  Interface  (DMSI):  Processes  and 
translates  SQL  requests  from  the  Server  processor  into  specific 
actions  needed  to  access  a particular  relational  or  non-relational 
database.  DMSI  options  include: 

- IBM  MVS/XA  & MVS/ESA: 

DB2 

IMS 

VSAM 

IDMS 

Model  204 

System  2000 

FOCUS 

- IBM  VM/XA  & ESA 

SQL/DS 

Oracle 

- DEC  VAX  VMS: 

RMS 

Rdb 

CADB 

Ingres 

Oracle 


Product  Strategy: 

• To  reduce  the  customer's  required  expertise,  CrossAccess  uses 
simplified  data  model 
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Markets 


• Leverage  installed  database  investments 
Allow  relational  database  migration 

■ Enable  a new  generation  of  applications 

• Provide  a reduction  in  programming  time  and  cost 

• Independence  of  client/server  environments  permits  new 
applications  to  be  run  on  the  most  cost-effective  platform 

Company  Strategy: 

• Offer  software  products  that  directly  address  the  problem  of 
enterprise-wide  data  access  and  delivery. 

• Strategic  Focus:  Offer  access  to  data  across  a multi-vendor 
environment. 

• Support  the  Data  Delivery  segment  of  IBM's  Information 
WarehouseTM  framework  that  was  announced  in  September  1991 


CROSS  ACCESS'  products  are  marketed  across  industry  segments. 


Virtually  100%  of  CROSS  ACCESS'  revenue  is  derived  from  the  U.S. 
U.S.  marketing  and  sales  operations  are  centralized  at  the  company's 
headquarters. 
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Cutler-Williams,  Inc. 


President:  George  Enochs 

4000  McEwen  South 
Suite  200 
Dallas,  TX  75244 

Phone:  (214)  960-7054 

Fax:  (214)991-9021 

Status:  Private 

Employees:  650  (2/95) 

Revenue:  $40,000,000 

professional  services  as  well  as  systems  integration 
services  to  clients  in  a range  of  industries. 

Fiscal  Year  End:  12/31/94 

Key  Points 

• Cutler-Williams  has  established  three  new  business 
segments  for  its  professional  services  activities — a 

Organization  and  Structure 

Branch  offices  are  located  in  Chicago  and  Springfield 
(IL),  Cleveland  (OH),  Austin  and  Dallas  (TX), 
Raleigh  (NC),  St.  Louis  (MO),  Atlanta  (GA)  and 
Tallahassee  (FL). 

state  government  services  practice,  a CASE/IE 
specialty  practice  and  a client/server  consulting 
team. 

• Revenue  increased  37%  during  1994  due  to  growth 
in  all  segments  of  the  company’s  business. 

Company  Description 

Cutler-Williams,  founded  in  1969,  provides  software 

development,  consulting,  education  and  training 

Company  Strategy 

Cutler-Williams'  strategy  is  to  continue  to  provide 
software  development  and  consulting  services  to 
Fortune  1000  companies  and  to  state  governments. 
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Financials 

INPUT  estimates  Cutler-Williams’  1994  revenue 
was  $40  million,  a 37%  increase  over  1993  revenue 
of  more  than  $29  million.  Growth  was  attributed  to 
all  lines  of  business. 

Market  Financials 

Cutler-Williams  derives  about  20%  of  its  revenue 
from  the  banking  and  finance  industry,  10%  from 
manufacturing,  5%  from  health  care,  20%  from 
state  government  and  the  remaining  45%  from  the 
utilities,  retail  and  other  industries. 

Geographic  Markets 

One  hundred  percent  of  Cutler-Williams’  revenue  is 
derived  from  the  U.S. 

Employees 

Cutler-Williams  currently  has  approximately  650 
employees,  segmented  as  follows: 


Marketing  and  sales 75 

Customer  support 550 

General  and  administrative 25 

650 


Key  Products  and  Services 

Cutler-Williams  specializes  in  developing  software 

for  use  with  IBM  teleprocessing,  database 

management  and  operating  systems  software  on 

both  mainframe  and  workstation  networks. 

Additional  capabilities  include: 

• Client/server  network  design  and  development 

• Applications  and  system  software  development 
and  installation 

• CASE  tools  and  Information  Engineering  planning 
and  implementation 

• Database  management,  distributed  network  and 
telecommunications  design/implementation 

• Custom  turnkey  systems 


• Data  center  design,  planning  and  installation 

• Hardware  and  software  conversions 

• Analysis  of  organizational  structure,  personnel 
and  information  technology  processes 

Cutler-Williams  offers  training  seminars  at  clients' 
facilities  and  at  each  of  its  regional  office  education 
centers.  Topics  include: 

• Client/server  network  certification 

• CICS  applications  programming 

• CICS  internal  debugging 

• CICS  macro-level 

• IMS  database  and  data  communications  basic  and 
advanced  applications  programming 

• IDMS,  DATACOM,  ADABAS  and  DB2 
applications  development 

• MVS  internals 

• SQL  training  on  DB2 

• Telon 

• Tuning,  debugging  and  managing 
telecommunications  networks 

• WAN  and  LAN  design  and  implementation 

Cutler-Williams  offers  complete  systems  integration 
services,  from  project  conception  and  project 
management  to  installation,  software  conversion  and 
user  training. 

Clients 

Cutler-Williams  offers  it  services  to  a variety  of 
industries,  with  the  majority  of  its  clients  in  the 
banking  and  finance,  utilities,  manufacturing  and 
health  care  industries  and  state  governments. 

Many  clients  are  Fortune  1000  companies. 
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Marketing  and  Sales 

Cutler-Williams  markets  its  services  through  a 
direct  sales  force  and  through  various  partnering 
agreements. 

Alliances 

Cutler-Williams  has  ongoing  partnership  agreements 
with  IBM,  Texas  Instruments  and  Computer 
Sciences  Corporation  for  various  development 
contracts. 

Cutler-Williams  has  also  partnered  with  various 
other  vendors  (including  Deloitte  & Touche,  Unisys, 
Andersen  Consulting  and  Electronic  Data  Systems) 
on  a short-term  basis. 


Cutler-Williams,  Inc. 
February  1995 
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CUTLER-WILLIAMS,  INC. 


4000  McEwen  South 
Suite  200 
Dallas,  TX  75244 
Phone:  (214)960-7053 
Fax:  (214)991-9021 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


$28,000,000* 

12/31/92 

*INPUT  estimate 


George  Enochs 
Private  Corporation 


425 


Key  Points 


Cutler- Williams  has  established  three  new  business  segments  for  its 
professional  services  activities-a  state  government  services  practice, 
a CASE/IEF  specialty  practice,  and  a client/server  consulting  team. 

Revenue  increased  40%  during  1992  due  to  growth  in  all  segments 
of  the  company's  business. 


September  1993 
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Company 

Description 

Cutler-Williams,  Inc.,  founded  in  1969,  provides  professional  and 
systems  integration  services  to  clients  in  a range  of  industries. 

Strategy 

Cutler- Williams'  strategy  is  to  continue  to  provide  software 
development  and  consulting  services  to  Fortune  1000  companies  and  to 
state  government. 

Financials 

INPUT  estimates  Cutler-Williams'  1992  revenue  was  $28  million, 
compared  to  $20  million  in  1991.  Growth  was  attributed  to  all  lines  of 
business. 

Market  Financials 

Cutler-Williams  derives  about  20%  of  its  revenue  from  the  banking  and 
finance  industry,  10%  from  manufacturing,  5%  from  health  care,  20% 
from  state  government,  and  the  remaining  45%  from  utility,  retail,  and 
other  industries. 

Geographic 

Markets 

One  hundred  percent  of  Cutler-Williams'  revenue  is  derived  from  the 
U.S. 

Operations/ 

Structure 

Branch  offices  are  located  in  Chicago  and  Springfield  (IL);  Cleveland 
(OH);  Austin  and  Dallas  (TX);  Raleigh  (NC);  St.  Louis  (MO);  and 
Tallahassee  (FL). 

Employees 

Cutler- Williams  currently  has  approximately  425  employees,  segmented 
as  follows: 

Marketing  and  sales  30 

Customer  support  360 

General  and  administrative  35 

425 

Key  Products  and 
Services 

Cutler- Williams  specializes  in  developing  software  for  use  with  IBM 
teleprocessing,  data  base  management,  and  operating  systems  software 
on  both  mainframe  and  workstation  networks. 

• Additional  capabilities  include: 

- Client/server  network  design  and  development 
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- Applications  and  system  software  development  and  installation 

- CASE  tools  and  IEF  planning  and  implementation 

- Data  base  management,  distributed  network,  and 
telecommunications  design / implementation 

- Custom  turnkey  systems 

- Data  center  design,  planning,  and  installation 

- Hardware  and  software  conversions 

- Analysis  of  organizational  structure,  personnel,  and  data 
processing  costs 

• Cutler-Williams  offers  training  seminars  at  clients'  facilities  and  at 
each  of  its  regional  office  education  centers.  Topics  include: 

- CICS  applications  programming 

- CICS  internal  debugging 

- CICS  macro-level 

- IMS  data  base  and  data  communications  basic  and  advanced 
applications  programming 

- IDMS,  DATACOM,  AD  ABAS,  and  DB2  applications 
development 

- MVS  internals 

- SQL  training  on  DB2 

- Telon 

- Tuning,  debugging,  and  managing  EDP  projects 

Cutler- Williams  offers  complete  systems  integration  services,  from 
project  conception  and  project  management  to  installation,  software 
conversion,  and  user  training. 

Cutler- Williams  no  longer  markets  the  Advanced  Debugging  System 
(ADS)  or  3D/One. 
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Marketing 
& Sales 

Cutler-Williams  markets  its  services  through  a direct  sales  force  and 
through  various  partnering  agreements. 

Alliances 

Cutler-Williams  has  ongoing  partnership  agreements  with  IBM,  Texas 
Instruments,  and  Computer  Sciences  Corporation  for  various 
development  contracts. 

Cutler-Williams  also  has  partnered  with  various  other  vendors 
(including  Deloitte  & Touche  and  Andersen  Consulting)  on  a short- 
term basis. 

Clients 

Cutler- Williams  offers  its  services  to  a variety  of  industries,  with  the 
majority  of  its  clients  in  the  banking  and  finance,  utilities, 
manufacturing,  and  health  care  industries  and  state  governments. 

Many  clients  are  Fortune  1000  companies. 
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CyberCash,  Inc. 


2100  Reston  Parkway,  3rd  Floor 
Reston,  VA  22091 

Phone:  (703)  620-4200 

Fax:  (703)620-4215 

Internet:  http://www.cybercash.com 


Chairman:  Daniel  C.  Lynch 

President  & CEO:  William  N.  Melton 

Status:  Public 

Employees:  220(12/96) 

Revenue:  $127,439 

Fiscal  Year  End:  12/31/96 


Key  Points 

• CyberCash  is  a developer  of  software  and 
service  solutions  for  secure  Internet 
payment. 

• In  April  1997,  CyberCash  and  Carnegie 
Mellon  University  announced  and 
agreement  commercializing  a new 
generation  of  advanced  micropayment 
technology  for  electronic  commerce  called 
NetBill. 

• In  February  1997,  CyberCash  introduced 
the  Digital  NewsStand,  a virtual  “pay-per- 


view”  forum  for  magazines,  newspapers, 
and  media  services. 

• In  January  1997,  CyberCash  launched  its 
PayNow™  Secure  Electronic  Check 
Service  in  a pilot  program  with  Cephas 
Multimedia  Inc.  that  allows  Cephas  to 
accept  payments  via  the  Internet. 

• In  October  1996,  CyberCash  and  Oracle 
entered  into  an  alliance  whereby  Oracle 
will  license  CyberCash’s  suite  of  Internet 
payment  options  with  Oracle’s  newly 
introduced  electronic  commerce  solution. 

• Also  in  October  1996,  CyberCash  and 
Netscape  announced  a technology  and 
marketing  partnership  that  included  the 
licensing  of  CyberCash’s  CyberCoin 
technology  to  Netscape. 
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• In  September  1996,  CyberCash  and  First 
Data  Corporation/Card  Services  Group 
announced  a partnership  to  offer 
CyberCoin,  an  electronic  coin  payment 
service. 

• In  May  1996,  America  Online  announced 
that  it  was  licensing  CyberCash’s  Wallet 
technology  for  integration  into  AOL’s 
Global  Network  Navigator  (GNN). 

Company  Description 

CyberCash,  Inc.,  founded  in  1994,  is  a 
developer  of  software  and  service  solutions 
that  focuses  on  providing  secure  financial 
transaction  services  over  the  Internet, 
including  secure  credit  card  transactions, 
electronic  checks,  and  micro  transactions. 

The  company’s  CyberCash  system  is 
designed  to  allow  banks  to  offer  secure 
Internet  payments  to  their  customers. 

In  February  1996,  CyberCash  completed  an 
initial  public  offering  of  2.4  million  shares, 
generating  approximately  $40  million  for 
the  company. 

Organization  and  Structure 

CyberCash  is  headquartered  in  Reston  (VA). 
The  company  also  maintains  offices  in 
Redwood  City  (CA)  and  a development 
subsidiary  in  Bangalore  (India)  to  reinforce 
U.S.  development  efforts. 

Key  executives  are  listed  in  Exhibit  1. 

Employees 

As  of  December  31,  1996,  CyberCash  had 
220  employees  worldwide. 


Exhibit  1 

CyberCash,  Inc. 
Key  Executives 


Name 

Title 

Daniel  C.  Lynch 

Chairman  of  the  Board 

William  N.  Melton 

President  & CEO 

Bruce  G.  Wilson 

EVP,  Revenue  & Corporate 
Growth 

Stephen  D.  Crocker 

Chief  Technology  Officer 

James  J.  Condon 

Chief  Financial  Officer 

Jeffrey  Irby 

VP,  Sales  and  Marketing 

Denis  Yaro 

VP,  Products  and 
Operations 

Russell  Stevenson,  Jr. 

Secretary  and  General 
Counsel 

Company  Strategy 

CyberCash’s  main  objective  is  to  maintain 
its  position  as  the  leading  provider  of 
Internet  payment  processing  services  to 
financial  institutions  in  the  U.S.  and  abroad 
The  company  believes  that  businesses,  on- 
line service  providers,  banks,  and  financial 
institutions  will  be  motivated  to  embed 
CyberCash  software  and  services  into  their 
own  products  and  services  as  a way  of 
enhancing  the  value  of  their  existing 
offerings. 

In  order  to  accomplish  this  objective,  the 
company  has  identified  the  following 
strategic  elements: 

• Rapidly  disseminate  the  enabling  software 
for  company  services  to  individuals, 
businesses,  and  financial  institutions. 

• Company  services  are  being  designed  to 
leverage  the  established  infrastructure  for 
existing  payment  methods. 
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• The  company  has  entered  into  strategic 
relationships  with  several  companies  that 
it  believes  will  be  industry  leaders  in 
Internet  commerce,  and  plans  to  continue 
developing  strategic  relationships  as  other 
key  industry  leaders  emerge. 

• The  company  plans  to  continue  to  develop 
and  provide  open  payment  solutions  that 
are  easy  to  adopt  and  that  interoperate 
with  a wide  variety  of  hardware  and 
software  platforms. 

• CyberCash  is  coordinating  with 
government  officials  and  agencies  to 
facilitate  greater  understanding  of  the 
Internet  commerce  and  regulatory  issues. 

Financials 

CyberCash  1996  revenue  reached  $127,439. 
The  company  generated  no  revenue  from  its 
inception  in  1994  through  the  fiscal  year 
ending  December  31,  1995. 

During  1996,  the  company  reported  a net 
loss  of  $26.6  million.  During  1995,  the 
company  reported  a net  loss  of  $10  million 
($2.50  per  share). 

Research  and  development  expenditures 
were  $14.9  million  in  1996,  approximately 
$5.6  million  in  1995  and  $921,000  in  the 
period  from  inception  to  December  31,  1994. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 
1997  reached  $967,756,  compared  to  $37,705 
for  the  same  period  in  1996.  Net  losses  for 
the  period  were  approximately  $15.5 
million,  compared  to  a loss  of  $10.8  million 
for  the  same  period  the  previous  year. 


Revenue  Analysis  by  Product/Service 

Nearly  100%  of  CyberCash’s  1996  revenue 
was  derived  from  transaction  processing  and 
connection  fees  for  Secure  Credit  Card 
services  and  consulting  services.  The 
company’s  Secure  Credit  Card  service  was 
commercially  released  in  January  1996  and 
its  CyberCoin  service  was  released  in 
September  1996. 

Market  Financials 

CyberCash’s  Internet  payment  system  is 
targeted  at  three  constituencies:  individuals, 
businesses,  and  financial  institutions. 

Key  Products  and  Services 

The  CyberCash  system  includes  consumer 
software,  merchant  software,  and  gateway 
services.  The  software  operates  with  most 
Internet  browsers,  operating  systems,  and 
server  platforms.  The  software  is  currently 
available  free  of  charge,  and  the  consumer 
software  can  be  downloaded  from  the 
company’s  homepage  at 
www . cybercash . com . 

Central  to  the  security  afforded  by 
CyberCash’s  products  and  services  is  an 
encryption  system.  The  company  uses  786- 
bit  RSA  technology  combined  with  the 
banking  industry  standard  Digital 
Encryption  Standard  to  produce 
cryptographic  protocols. 

Consumer  Software 

CyberCash  Wallet — Designed  to  facilitate  a 
consumer’s  transition  into  Internet 
commerce  using  electronic  components  of 
familiar  payment  instruments  in  the 
physical  world:  credit  cards,  checks,  and  low 
denominations  of  cash 
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• The  Wallet  software  resides  on  the 
consumer’s  personal  computer  and  permits 
the  consumer  to  enter  preferred  payment 
instruments  into  the  Wallet. 

• All  transactions  are  encrypted  from  the 
consumer’s  PC  to  the  CyberCash  servers, 
which  process  transactions  using  the  same 
security  system  that  is  commonly  used  in 
banks  and  other  financial  institutions  for 
preserving  data  security. 

• The  Wallet  operates  on  Windows, 

Windows  95,  MacOS,  and  OS/2  platforms, 
and  is  compatible  with  major  Web  browser 
software,  including  Netscape  Navigator, 
Spyglass  Mosaic,  and  CompuServe/Spry 
Air  Mosaic. 

Internet  Payment  Services — Includes 
CyberCash’s  Secure  Credit  Card,  CyberCoin, 
and  PayNow  Secure  Electronic  Check 
services: 

• The  Secure  Credit  Card  service  offers 
consumers  the  ability  to  transmit  credit 
card  data  across  the  Internet  securely, 
with  consumer  and  merchant 
authentication.  CyberCash’s  payment 
processing  system  is  currently  connected 
to  most  major  credit  card  processors, 
including  MasterCard’s  MAPP,  Visa/Vital 
Systems,  American  Express,  Wells  Fargo 
Bank,  Checkfree,  EDS,  First  Data 
Corporation,  National  Data  Corporation, 
NOVA,  and  First  USA  Paymentech. 

• CyberCash  CyberCoin™  service,  released 
in  September  1996,  allows  immediate, 
spontaneous  transfers  of  small  amounts  of 
money  (between  $0.25  and  $10.00)  for  the 
purchase  of  data,  images,  audio  and  video 
clips,  and  information-related  services 
such  as  database  searches  and  news 
retrieval. 


• The  PayNow™  Secure  Electronic  Check 
Service’s  pilot  program  was  launched  in 
January  1997.  The  service  allows 
consumers  to  securely  pay  their  account 
bills  over  the  Internet,  directly  from  their 
personal  checking  accounts. 

- CyberCash  expects  to  complete  its  pilot 
of  the  PayNow™  Secure  Electronic 
Check  Service  and  commercially  release 
the  service  by  late  1997. 

- Payments  received  through  the 
CyberCash  system  will  be  drawn  on 
cleared  funds  on  deposit  with  a federally 
insured  financial  institution  or  non-U.S. 
counterpart  that  will  be  verified  prior  to 
the  payment  being  made. 

- Initially,  CyberCash  expects  the  PayNow 
service  to  be  used  by  utilities,  telephone 
companies,  and  other  large,  institutional 
billers.  Later  releases  of  the  service  will 
be  designed  to  provide  secure  and  nearly 
instantaneous  transfer  of  funds  among 
individuals  and  businesses  without  the 
risk  of  insufficient  funds  of  forgery. 

Merchant  Software 

The  company’s  merchant  software  is 
designed  to  integrate  with  existing 
merchant  systems,  to  run  on  most  of  the 
commonly  used  hardware  and  software 
platforms,  including  Sun  OS  and  Windows 
NT,  and  to  be  compatible  with  other 
merchant  applications,  such  as  Netscape’s 
Commerce  Server. 

• CashRegister  Software:  CyberCash  has 
developed  merchant  server  software 
designed  to  facilitate  automated  funds 
collection,  deposit,  and  other  financial 
functions,  which  it  distributes  free  of 
charge  to  merchants.  As  of  December  31, 
1996,  approximately  330  merchants  were 
using  the  CashRegister  Software. 
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• Digital  NewsStand,  introduced  in 
February  1997,  is  a services  that  provides 
Web  publishers  an  easy  way  to  offer  daily 
or  limited-time  views  of  their  most  current 
premiere  digital  content  without  requiring 
the  commitment  of  a subscription. 

- Consumers  view  The  Digital  NewsStand 
content  by  using  CyberCoin  funds  from 
their  CyberCash  Internet  Wallet.  If  the 
consumer  does  not  have  a CyberCash 
Wallet,  the  Digital  NewsStand 
application  automatically  offers  the 
opportunity  to  download  and  activate 
the  Wallet. 

- Initial  publishers  to  post  editions  on  the 
Digital  NewsStand  are  BARRON’S 
Online,  Financial  Times  of  London,  Los 
Angeles  Times,  Bloomberg  L.P., 
Quote.com,  American  Banker  OnlineSM, 
Data  Broadcasting  Corp.,  and  William 
O’Neit+Co.  Inc. 

- Internet  search  and  navigation  services 
(sponsors)  that  are  promoting  the  Digital 
NewsStand  include  Yahoo!,  InfoSeek, 
and  Lycos. 

Financial  Institution  Gateway  Software 

CyberCash’s  financial  institution  gateway 
software  is  designed  to  receive  and  process 
requests  for  credit  card  authorizations  and 
electronic  fund  transfers.  These  requests 
are  passed  on  to  existing  financial 
institution  networks  in  the  established 
formats  and  protocols,  allowing  the 
institutions  to  receive  Internet  payments 
without  modifying  their  existing  hardware 
or  software  systems. 


Clients 

A sampling  of  CyberCash’s  clients  includes 
American  Express,  Frontier  Technologies, 
FTP  Software,  Quarterdeck,  NETCOM, 
Open  Market,  Sun  Microsystems,  and  Wells 
Fargo. 

Additional  companies  using  CyberCash 
technology  as  their  Internet  payment 
solution  include  the  following: 

• Netscape  bundles  CyberCash  technology 
into  its  Live  Payment  Server. 

• PSINet  bundles  CyberCash  into  its 
PSIWeb  eCommerce  Solution. 

• Best  Internet  uses  CyberCash  technology 
as  part  of  a payment  system  for  its  Web 
hosting  service. 

• Silicon  Graphics  plans  to  use  CyberCash 
technology  in  its  electronic  commerce 
solutions. 

Marketing  and  Sales 

CyberCash’s  marketing  and  distribution 
strategy  is  focused  on  distributing  the 
company’s  software  to  the  maximum 
number  of  individuals,  businesses,  and 
financial  institutions  in  the  shortest  time 
possible. 

The  company  uses  a financial  institution 
channel,  an  alliance  channel,  and  a direct 
channel  to  distribute  its  products. 

Industry  Affiliations 

CyberCash  is  affiliated  with  many  well- 
known  associations.  A sample  of  the 
company’s  affiliations  are: 

• CyberCash  is  a founding  member  of  the 
World  Wide  Web  Consortium  (W3C),  a 
group  sponsored  by  the  MIT  Laboratory 
for  Computing  Science  that  is  dedicated 
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to  advancing  the  capabilities  of  the  Web 
and  electronic  commerce. 

• CyberCash  is  a member  of 
CommerceNet,  a federally  funded 
incubator  for  electronic  commerce  on  the 
Internet. 

• Two  of  CyberCash’s  executives  are 
members  of  the  Internet  Architecture 
Board,  the  senior  policy-setting  body  for 
the  Internet.  Membership  is  by 
invitation  only. 

• CyberCash  is  a member  of  the 
Interactive  Services  Association,  the 
leading  forum  for  providers  of  interactive 
electronic  information  and  services. 

Alliances 

CyberCash  has  entered  into  strategic 
relationships  with  several  Internet 
technology  companies  in  order  to  establish 
and  maintain  technological  leadership  and 
to  expand  its  marketing  and  distribution 
channels. 

• CyberCash  and  Netscape  Communications 
Corp.  have  entered  into  a technology  and 
marketing  relationship  to  broaden 
payment  options  for  Internet  consumers. 
Both  are  currently  working  together  in 
developing  international  pilot  projects 
using  SET  protocol  for  credit  card 
transactions. 

- CyberCash  has  licensed  its  CyberCoin 
Internet  payment  technology  to 
Netscape  to  be  bundled  into  future 
versions  of  Netscape  products,  including 
Netscape  LivePayment  server  software 
for  on-line  payment  processing. 

- The  companies  will  jointly  market  the 
products  as  well  as  future  CyberCash 
payment  solutions. 


• Netscape  is  also  marketing  the  CyberCash 
CashRegister  software  as  a preferred 
payment  solution  for  Netscape’s  SuiteSpot, 
Merchant  System,  and  Publishing  System 
products,  and  is  providing  the 
CashRegister  softwar  fia  Netscape’s  Web 
site. 

• Actra  Business  Sytems,  LLC,  a joint 
venture  of  Netscape  and  General  Electric 
Information  Systems,  Inc.,  and  CyberCash 
have  entered  into  a partnership  to  adapt 
the  CyberCash  software  for  a pilot 
program  to  do  business-to-business 
electronic  data  interchange  transactions 
over  the  Internet. 

• Microsoft  Corporation  is  integrating 
support  of  CyberCoin  and  Credit  Card 
services  into  the  Microsoft  Merchant 
Server,  which  is  a Web  server  for  doing 
business  on  the  Internet. 

• Sun  Microsystems  and  CyberCash  have  a 
joint  marketing  program  under  which  both 
companies  promote  each  other’s  solutions 
for  Internet  commerce  and  payment 
systems.  The  JavaSoft  business  unit  of 
Sun  Microsystems  is  including  payment 
cassettes  using  CyberCash’s  services  in  its 
Java  Commerce  toolkit,  which  allows 
developers  to  integrate  CyberCash 
services  in  merchant  Web  sites. 

• CyberCash  and  Oracle  have  established  an 
alliance  to  deliver  a range  of  secure 
Internet  payment  options  to  the  electronic 
marketplace.  Under  the  terms  of  the 
agreement,  Oracle  will  integrate 
CyberCash’s  CyberCoin,  Credit  Card,  and 
PayNow  Secure  Electronic  Check  services 
with  Oracle  Internet  Commerce  Server. 

• Lotus  Development  Corporation  has 
integrated  CyberCash  CashRegister  in  its 
Lotus  Domino  Merchant  Server  Product. 
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• Hewlett-Packard  Corporation  will  include 
CyberCash  Technology  in  the  software  it 
provides  with  its  Web  servers. 

• Open  Market,  Inc.  has  licensed 
CyberCash’s  software  for  use  on  its  OM- 
Transact  Software,  which  is  used  to 
provide  Internet  merchants  with 
transaction  management  services, 
including  secure  payment,  order 
management,  and  on-line  customer 
service. 

• iCat  Corporation  has  agreed  to  support 
CyberCash’s  payment  services  in  its  iCat 
Commerce  Exchange  Software. 

• The  company  and  RSA  Data  Security  have 
a strategic  relationship  under  which  RSA 
has  licensed  CyberCash  to  use  RSA’s 
encryption  and  data  security  in 
CyberCash’s  software  and  services. 

The  company  has  also  formed  relationships 
with  leading  transaction  processor  and 
automated  billing  service  providers. 
CyberCash  is  working  with  these  companies 
to  include  its  services  as  part  of  the 
transaction  processing  services  for  financial 
institution  and  high  volume  billing  clients. 

• CyberCash  and  First  Data  Corporation’s 
Card  Services  Group  have  a partnership  to 
offer  the  CyberCoin  payment  service  to 
financial  institutions. 

• Digital  Insight,  a provider  of  Internet- 
based  home  banking  services,  is  now 
offering  its  150  financial  institution  clients 
electronic  commerce  transactions  on  their 
Web  sites  using  the  CyberCash  Wallet. 

• Princeton  TeleCom  Corporation  is 
participating  in  the  pilot  project  to  provide 
the  PayNow  service  to  billing  service 
customers. 


• International  Billing  Systems  is  also 
participating  in  the  PayNow  pilot 
program. 

• Electronic  Funds  and  Data  Corporation, 
the  operator  of  www.billsite,com,  is 
working  with  its  client,  the  Suffolk  county 
Water  Company,  to  allow  their  customers 
to  pay  their  water  bills  securely  over  the 
Internet. 

• Mondex  and  CyberCash  have  an  alliance 
to  allow  Smart  Card  transactions  over  the 
Internet. 

• CyberCash  and  E*Trade,  a provider  of  on- 
line investing  services,  have  entered  an 
alliance  to  offer  E*Trade  investors  access 
to  both  pay-per-view  news  stories  and 
publications  via  the  CyberCash  Digital 
NewsStand  without  requiring  a full 
subscription. 

• CyberCash  has  a relationship  with 
Transaction  Network  Services  that 
provides  direct  electronic  access  to  credit 
card  processing  companies  and  acquiring 
banks. 

Host  and  merchant  development  partners 

with  which  CyberCash  has  agreements, 

include  the  following: 

• America  Online,  Inc.  has  agreed  to  use 
CyberCash’s  services  as  a payment 
solution  for  its  commercial  hosting  service, 
AOL  Primehost. 

• Coopers  & Lybrand  and  CyberCash  have 
entered  into  an  alliance  in  which  Coopers’ 
consultants  will  assist  their  clients  in 
developing  Web  sites  that  use  CyberCash’s 
PayNow™  Secure  Electronic  Check 
Service  to  accept  payments  via  the 
Internet. 
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• UUNET  Technologies,  Inc.  and  CyberCash 
have  an  agreement  whereby  UUNET  will 
use  CyberCash’s  services  as  a payment 
solution  for  its  commercial  hosting  service. 

• Proxicom,  a Web  site  designer,  is  assisting 
merchants  in  designing  Internet  stores 
using  CyberCash’s  services. 

Other  alliances  and  partnerships  include 

the  following: 

• In  April  1997,  CyberCash  and  Carnegie 
Mellon  University  announced  and 
agreement  commercializing  a new 
generation  of  advanced  micropayment 
technology  for  electronic  commerce  called 
NetBill. 

- The  NetBill  technology  enables 
consumers  and  merchants  to  conduct 
secure  transactions  over  the  Internet. 

- Under  the  terms  of  the  agreement, 
CyberCash  acquires  worldwide  rights  to 
commercially  use  and  sublicense  the 
NetBill  electronic  commerce  technology. 

- CyberCash  will  also  work  with  Carnegie 
Mellon  University  to  advance  its 
research  regarding  network-based 
Internet  payment  systems. 

• CyberCash  has  joined  other  leading 
companies  and  associations  in  supporting 
TRUSTe,  an  industry-supported  global 
initiative  to  protect  consumer  privacy  in 
electronic  commerce. 

• CyberCash  has  a strategic  relationship 
with  Intel  to  examine  potential  synergies 
between  CyberCash’s  business  and  Intel’s 
efforts  to  propagate  a security 
infrastructure. 


• CyberCash  has  a strategic  relationship 
with  Cisco  Systems  to  collaborate  on 
technological  solutions  to  Internet 
commerce  problems. 

• Checkfree  and  CyberCash  have  a strategic 
relationship  under  which  CyberCash 
provides  its  Wallet  for  inclusion  by 
Checkfree  into  bundled  electronic  wallet 
solutions. 

Competition 

A sampling  of  potential  competitors  to 
CyberCash,  by  service  includes  the 
following: 

Micropayment  services — DigiCash  bv,  GC 
Tech,  Inc.,  Digital  Equipment  Corporation, 
and  Certco 

Credit  card  services — VeriFone,  Inc.,  GC 
Tech,  First  Virtual  Holdings,  Inc.,  IBM,  and 
AT&T  Corporation 

Electronic  check  services — Financial  Services 
Technology  Consortium,  University  of 
southern  California’s  NetCheque  project. 

Competition  will  also  come  from  providers  of 
other  services  and  technology  providers, 
including: 

Home  banking — Intuit,  Wells  Fargo  Bank, 
and  Citibank 

Smart  cards — VeriFone,  Mondex 
International  Ltd.,  MasterCard 
International,  Visa,  and  American  Express 

Technology  providers — Microsoft 
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Chairman, 

President  & CEO:  Robert  L.  Carberry 
2101  West  Cypress  Creek  Road 
Fort  Lauderdale,  FL  33309 
Phone:  (954)  973-5478 

Fax:  (954)973-5160 

Internet: 

http://www.cyberguardcorp.com 


CTBERG1ARD 

^^CORPORAI  ION 


Status: 

Employees: 

Revenue,  3 mos.  ended  6/30/96: 
Fiscal  Year  End: 


Public 
61  (7/1/96) 
$2,900,000 
9/30/95 


Company  Description 

CyberGuard  Corporation  develops  commercial 
network  security  products,  systems,  and 
services  designed  to  protect  computer  data 
and  networks  from  access  by  unauthorized 
users. 


CyberGuard  is  the  former  Trusted  Systems 
Division  of  Harris  Computer  Systems. 


• Harris  Computer  Systems  changed  its  name 
to  CyberGuard — the  name  of  its  flagship 


firewall  px*oduct — in  June  1996  to  reflect  its 
new  focus  on  Internet  and  intranet  security 
solutions  as  a result  of  selling  its  Real-time 
Systems  Division  to  Concurrent  Computer 
Corporation. 

• Harris  Computer  Systems,  a spin-off  of 
Harris  Corporation,  was  incorporated  in 
October  1994. 

CvberGuard’s  principal  product  is  the 
CyberGuard  Firewall  which  has  an  operating 
system  and  networking  product  that  has  been 
tested  and  certified  by  the  National  Computer 
Security  Center  (NCSC)  at  the  B1  level  of 
trust,  and  by  the 'National  Computer  Security 
Association. 
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Organization  and  Structure 

CyberGuard  is  headquartered  in  Fort 
Lauderdale  (FL)  and  has  a European 
headquarters  facility  in  the  U.K. 

The  company  maintains  sales  offices  in 
Atlanta  (GA),  Chicago  (IL),  Dayton  (Old),  Fort 
Lauderdale  (FL),  Houston  (TX),  Los  Angeles 
(CA),  New  York  (NY),  St.  Louis  (MO), 
Washington  D.C.,  London,  England,  and 
Ottawa,  Canada. 

Key  executives  are  listed  below: 


CyberGuard  Corporation 
Key  Executives 


Name 

Title 

Robert  L.  Carberry 

Chairman,  President  & CEO 

Patrick  0.  Wheeler 

CFO  & VP  Finance 

Frank  Gelbart 

VP  Marketing  & Sales 

Katherine  K.  Hutchison 

VP  Corporate  Development 

Robert  Perks 

VP  North  American 
Operations 

Rick  A.  Siebenaler 

VP  Software  Development 

Bradley  C.  Lesher 

VP  International  Operations 

Brian  Froemny 

General  Counsel  & 
Secretary 

Company  Strategy 

CyberGuard’s  mission  is  to  protect  companies 
that  are  using  the  Internet/intranet  on 
enterprise-wide  networks  from  unauthorized 
users.  The  company  is  committed  to  being  the 
leading  provider  of  computer  security 
solutions  worldwide  by  providing  commercial 
and  government  customers  with  secure 
computing  solutions. 

The  company’s  strategy  is  to  increase  its  sales 
and  profits  by  broadening  its  indirect 
marketing  channels,  capitalizing  on  its 
existing  international  market  penetration, 
concentrating  on  selected  vertical  markets, 
promoting  the  CyberGuard  Firewall’s 


strengths  beyond  network  security,  and 
expanding  its  product  line  to  provide  an 
enterprise-wide  solution,  support  for  other 
computer  platforms  and  networks,  and 
software-only  products. 

Key  components  of  the  company’s  strategy 
follow: 

• Broadening  its  indirect  distribution  channel 
coverage  by  concentrating  its  marketing 
through  indirect  distribution  channels, 
including  extensive  VAR  relationships.  The 
company’s  goal  is  to  have  its  indirect  sales 
channels  account  for  75%  of  its  sales  by  the 
end  of  the  1997  fiscal  year. 

• Capitalizing  on  existing  international 
penetration  by  expanding  company 
relationships  with  VARs  in  Western  and 
Eastern  Europe  and  Asia  to  address  the 
international  commercial  firewall  market 
such  that  50%  of  sales  are  from 
international  markets 

• Continuing  to  focus  marketing  efforts  on 
selected  vertical  markets,  such  as  health 
care,  financial  services,  insurance, 
telecommunications,  and  travel.  The 
company  intends  to  expand  its  strategic 
relationships  to  pursue  these  selected 
vertical  markets  both  with  its  direct  sales 
force  and  through  indirect  channels  such  as 
VARs  and  systems  integrators  who  already 
serve  such  markets. 

• Broadening  its  product  platforms  and 
compatibility  by  porting  its  secure  operating 
system,  networking  software,  and  firewall 
application  to  the  Intel-based  PC-compatible 
platforms,  and  also  by  introducing  products 
that  are  compatible  with  other  network 
protocols 

• Introducing  a software-only  version  of  the 
CyberGuard  Firewall,  consisting  of  an 
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integrated  operating  system,  networking 
software,  and  base  security  software,  which 
will  allow  the  company  to  compete  in  both 
the  lowr  and  high  ends  of  the  market 

• Providing  an  enterprise-wTide  network 
security  solution,  particularly  for 
enterprises  in  selected  vertical  markets,  by 
emphasizing  all  of  the  CyberGuard 
Firewall’s  network  security  capabilities: 
encryption,  authentication,  and  anti-virus 
software 

• Promoting  CyberGuard  beyond  network 
security  by  promoting  the  multilevel  secure 
(MLS)  capabilities  of  company  products  for 
additional  applications  and  providing  such 
tools  to  specific  customers  and  targeted 
markets 

Financials 

Due  to  the  difficulty  in  comparing  the 
financial  results  of  CyberGuard  with  the 
former  Trusted  Systems  Division  of  Harris 
Computer  Systems,  only  interim  results  for 
the  most  recent  quarter  ended  June  30,  1996 
are  presented. 

• CyberGuard  generated  approximately  $2.9 
million  in  revenue  during  the  quarter,  a 
575%  increase  over  the  same  period  in  1995. 
And  nearly  50%  of  sales  were  generated  by 
international  markets. 

• Company  management  attributes  the 
revenue  increase  to  increased  leads  and 
shipments,  increased  distribution  channels 
worldwide,  and  further  penetration  of 
targeted  vertical  markets. 

In  July  1996,  CyberGuard  announced  a 
second  offering  of  company  stock,  but  canceled 
the  issue  in  August  1996. 


Revenue  Analysis  by  Product  / Service 

CyberGuard’s  firewall  unit  shipment 
increased  more  than  50%,  with  94  systems 
sold  during  the  quarter,  compared  to  63  in  the 
previous  quarter. 

VARs  and  manufacturers’  representatives 
contributed  more  than  45%  to  revenue  for  the 
quarter  ending  June  30,  1996. 

Approximately  26%  of  the  quarter’s  revenue 
came  from  two  major  resellers:  Nissin 
Electric  and  EDS. 

Market  Financials 

CyberGuard  targets  organizations  in 
industries  such  as  finance,  health  care, 
communication,  education,  manufacturing, 
and  government  that  require  strong  security 
solutions. 

Sales  of  CyberGuard  Firewalls  and  related 
products  to  agencies  of  the  U.S.  government 
and  its  contractors  accounted  for  26%  and 
58%,  respectively  of  overall  sales  for  such 
products. 

Geographic  Markets 

As  previously  stated,  for  the  quarter  ending 
June  30,  1996,  nearly  50%  of  sales  were 
generated  from  international  markets. 

For  fiscal  1995,  69%  of  revenue  was  derived 
from  the  U.S.  and  31%  from  international 
markets. 

Employees 

As  of  July  1996,  CyberGuard  had  61 
employees. 

Key  Products  and  Services 

CyberGuard  identifies  the  three  components 
of  a firewall  as:  a firewall  application,  an 
operating  system,  and  networking  software. 
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The  company’s  CyberGuard  Firewall  uses  a 
secure  operating  system  and  secure 
networking  software  to  prevent  network 
penetration  by  requiring  network 
communication  to  pass  through  the  firewall 
application. 

Both  the  CyberGuard  Firewall’s  secure 
operating  system  and  secure  networking 
software  are  based  on  multilevel  security 
(MLS),  which  allows  them  to  restrict  access  to 
information  based  on  the  sensitivity  of  the 
information  and  the  access  authorization  of 
system  users. 

In  an  MLS  system,  a user  cannot  read  data 
that  has  been  labeled  at  a level  more  sensitive 
than  the  security  level  given  the  user  and 
cannot  create  or  modify  data  having  a 
different  security  label.  The  operating  system 
and  programs  reside  at  a protected  level  that 
cannot  be  read  or  modified  by  network  users. 

Current  products  offered  by  CyberGuard 
include  the  following: 

CyberGuard  Firewall 

The  CyberGuard  Firewall  is  an  MLS 
computer  that  resides  between  internal 
networks  or  between  an  internal  network  and 
the  Internet,  and  provides  a single,  secure 
connection  point  through  which  all  data  must 
pass. 

The  CyberGuard  Firewall  is  an  off-the-shelf 
package  comprised  of  a RISC-based  hardware 
platform,  a secure  UNIX  operating  system, 
integrated  networking  product,  and  graphical 
user  interface. 

The  CyberGuard  Firewall  includes: 

• A multi-homed  gateway  that  can  be  placed 
on  both  private  and  public  networks,  with 
TCP/IP  forwarding  among  the  networks 
disabled 


• A Split  Domain  Name  System  (DNS),  under 
which  one  server  works  with  external  or 
nontrusted  interfaces  and  the  other  works 
with  internal  or  trusted  interfaces,  thus 
preventing  external  hosts  from  viewing  or 
breaking  into  the  internal  system 

• Packet-filtering  technology  via  a screening 
router  that  allows  the  firewall  to  permit  or 
deny  connections  using  criteria  based  upon 
source  and  destination  host  or  network  and 
the  type  of  network  service  being  requested 

• A circuit  gateway  that  has  a SOCKS- 
compliant  network  proxy 

• Security  auditing  and  alarms  that  permit 
administrators  to  review  a chronological 
record  of  system  activities,  allowing  the 
reconstruction  of  security-sensitive  activities 

• Support  for  a number  of  security-enhanced 
application  proxies  for  many  network 
services,  including  Enhanced  Pass-Through 
(EPT),  Gopher  protocol,  ReaLA.udio  2.0, 
SOCKS,  remote  login.  Telnet,  FTP  (file 
transfer  protocol),  HTTP,  NNTP  (network 
news  transport  protocol),  SMTP  (simple 
mail  transport  protocol),  X Window 
Systems,  and  SNMP  (simple  network 
management  protocol) 

• Remote  administration  capabilities  from  a 
“network  operations  center” 

• Network  address  translation  to  translate  all 
internal  addresses  to  the  firewall’s  network 
address 

• A graphical  user  interface  designed  to 
facilitate  system  configuration  and 
administration 

The  CyberGuard  Firewall  supports  an 

optional  Virtual  Private  Networking  (VPN) 

product  that  provides  a mechanism  for 
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establishing  a logically  separate  network 
between  multiple  CyberGuard  Firewall 
systems. 

The  CyberGuard  Firewall  also  supports  an 
optional  High  Availability  configuration  that 
combines  two  firewalls  to  operate  as  a single 
logical  unit;  thus,  if  a primary  firewall  should 
fail,  the  secondary  firewall  takes  over  to 
provide  nearly  continuous  network 
connectivity. 

Trusted  Operating  Systems 

CyberGuard’s  CX/SX  trusted  real-time 
operating  system  is  based  on  Concurrent 
Corp.’s  real-time  UNIX  operating  system, 
CX/UX,  wrhich  was  designed  for  real-time 
production  and  development  environments. 
CX/SX  is  targeted  for  the  user  community 
that  requires  multilevel  security  in  an  I/O- 
intensive, deterministic  computing 
environment. 

PowerSX  is  a multilevel  secure  operating 
system  that  provides  a compatible 
environment  for  existing  and  future  PowerPC- 
based  computers.  PowerSX  is  currently 
supported  on  IBM’s  RISC  System/6000 
workstations. 

Secure  Networking  Systems 
CyberGuard’s  Secure  Networking  brings 
multilevel  secure  networking  to  the 
Concurrent  Computer  Systems’  Night  Hawk 
environment. 

• The  product  features  Secure  LAN  with 
Internet  Protocol  Basic  Security  Option 
(BSO)  labeling.  Secure  LAN  with 
Commercial  Internet  Protocol  Security 
Option  (CIPSO)  labeling,  Secure  LAN  with 
DES  encryption,  BLACKER  Front  End 
software  support,  Secure  LAN  with  MaxSix- 
and  DNSIX-compatible  labeling,  and  label 
mapping  for  hetereogeneous  networks. 


• The  product  encompasses  a range  of 
network  standards  and  is  available  for  all 
Concurrent  Computer  Night  Hawk  systems 
running  CX/SX. 

Clients 

CyberGuard’s  current  and  prospective 
commercial  customers  include  medium  to 
large  domestic  and  multinational  companies 
and  other  commercial  enterprises  that 
routinely  create  and  store  proprietary  or 
highly  sensitive  information  and  have  high 
throughput  requirements. 

Specific  examples  of  client  uses  of  the 
company’s  products  include  the  following: 

• Southwest  Airlines  uses  the  CyberGuard 
Firewall  to  secure  its  “Home  Gate”  Web  site, 
which  allows  customers  to  schedule  flights 
and  purchase  tickets  on-line  through  the 
Internet. 

• A leading  enterprise-wide  software 
application  developer  distributes 
enhancements  and  fixes  to  its  maintenance 
customers  using  a CyberGuard  Firewall. 

• A multinational  bank  processes  loan 
applications  using  the  CyberGuard 
Firewall's  Virtual  Private  Network  to 
communicate  financial  information  between 
branch  offices  and  the  bank’s  central 
approval  department. 

• A Fortune  150  high-technology 
conglomerate  uses  the  CyberGuard  Firewall 
to  allow  controlled  Internet  access  to  nearly 
12,000  employees. 

• A major  aircraft  designer  and  manufacturer 
uses  the  CyberGuard  Firewall  to  control 
access  to  human  resource  information  on  the 
company  intranet. 
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Marketing  and  Sales 

CyberGuard  markets  its  products  using  a 
variety  of  channels,  including  VARs, 
distributors  and  manufacturers’ 
representatives,  as  well  as  direct  sales 
representatives. 

Since  1995,  the  company  has  entered  into 
contracts  with  over  30  VARs,  distributors,  and 
manufacturing  representatives,  including 
EDS,  EMJ  America,  Inc.,  Lucent 
Technologies,  QPSX  Communications 
Limited,  Public  IP  Exchange  Limited,  and 
Nissin. 

CyberGuard  also  has  a sales  force  focusing  its 
sales  and  marketing  efforts  towards 
customers  and  VARs  in  the  identified  vertical 
markets. 

The  company  markets  its  products  through 
direct  mail,  advertising,  seminars,  trade 
shows,  telemarketing,  and  ongoing  customer 
and  third-party  communications  programs. 

Alliances 

CyberGuard  has  formed  alliances  with  several 
consulting  partners  worldwide,  including 
EG&G,  Coopers  & Lybrand  Consulting,  and 
Coopers  & Lybrand  L.L.P.  Consulting 
services  include  network  and  on-site  analysis 
services,  network  penetration  testing,  security 
policy  and  management  control,  migration 
planning,  and  security  planning. 

CyberGuard  has  an  alliance  with  Informix 
and  Oracle  to  provide  database  or  database 
proxy  support  on  the  company’s  secure 
operating  system. 

The  company  has  reselling  alliances  with 
several  partners  including  Lucent 
Technologies,  EDS,  Nissin  Electric,  Lukon 
Financial  Industrial,  and  QPSX  Limited. 


The  company  also  has  product-related 
strategic  alliances  with  Enigma  Logic, 
Security  Dynamics,  VASCO  Corp.,  and 
CryptoCard  to  offer  a variety  of  identification 
and  token  authentication  capabilities. 

In  March  1996,  CyberGuard  announced  an 
alliance  with  Webster  Network  Strategies  to 
provide  the  WebTrack  Internet  monitoring 
and  blocking  service  on  the  CyberGuard 
Firewall. 

In  April  1996,  the  company  announced  a 
strategic  alliance  with  Trend  Micro  and  PC 
Security  Limited  to  support  virus  scanning 
and  encrypted  data  tunneling,  respectively. 

In  July  1996,  CyberGuard  and  Information 
Resource  Engineering,  Inc.  announced  a joint 
product  development  and  marketing 
agreement  to  provide  a family  of  complete 
security  solutions,  including  a Virtual  Private 
Network  (VPN)  security  solution  for  Internet 
business  communications,  which  is  scheduled 
for  delivery  by  the  end  of  1996. 

Competition 

CyberGuard  competes  with  Secure  Computing 
in  the  market  segments  requiring  the  highest 
levels  of  security.  The  company  also  competes 
with  manufacturers  of  proxy  applications  and 
hybrid  systems,  such  as  ANS  and  Raptor,  and 
manufacturers  offering  packet-filtering 
systems  or  routers,  such  as  Checkpoint 
Software  Technologies. 

In  addition,  CyberGuard  competes  with 
companies  such  as  Digital  Equipment 
Corporation,  IBM,  and  Sun  Microsystems, 
which  offer  products  with  similar  features  and 
functions  to  those  offered  by  CyberGuard. 
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Assessment 

CvberGuard  identifies  its  strengths  as: 

• Strong  brand  recognition  of  the  CyberGuard 
Firewall  as  representing  the  best  of  breed  in 
security 

• Well-penetrated  international  distribution 
channel 

• Clear  migration  toward  enterprise  security 
solutions 

• Broad  portfolio  of  business  partners  to 
complement  CyberGuard  products 

• Experienced  management  team 


The  company  identifies  the  following  future 
challenges: 

• Continued  growth  of  the  indirect 
distribution  channel 

• Launch  of  the  new  “software-only”  product 
line 
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CYBORG  SYSTEMS,  INC. 

2 North  Riverside  Plaza 
12th  Floor 
Chicago,  IL  60606 
Phone:  (312)454-1865 
Fax:  (312)930-1033 


Chairman  & CEO: 
President  & COO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Michael  D.  Blair 
Gary  M.  Tarr 
Private  Company 
229 

$27.5  million 
12/31/92 


Key  Points 


Cyborg  Systems  is  well  positioned  to  benefit  from  the  expanding 
market  for  human  resource  management  systems,  offering  The 
Solution  Series R with  proven  client/server  technology,  a choice  of 
popular  user  interfaces,  wide  data  base  support,  and  open  portability 
across  computing  platforms. 

In  April  1993,  Cyborg  Systems  announced  versions  of  The  Solution 
Series  for  DB2,  Rdb,  and  Oracle  relational  data  base  management 
systems  (RDBMSs).  Sybase,  Informix,  and  Ingres  versions  of  The 
Solution  Series  are  scheduled  for  availability  in  the  third  quarter  of 
this  year. 

The  company  plans  to  open  an  international  office  in  Singapore  in 
June  1993. 
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Cyborg  Systems,  founded  in  1974,  develops,  markets,  and  supports 
applications  software  products  for  human  resource  information 
management,  payroll  processing,  benefits  administration,  and  time-and- 
attendance  tracking  and  management.  The  company  also  provides 
education,  training,  and  consulting  professional  services. 


Cyborg  Systems'  1992  revenue  reached  $27.5  million,  a 14%  increase 
over  1991  revenue  of  $24.2  million. 

During  1990,  Cyborg  Systems  changed  its  fiscal  year  end  from  February 
28  to  December  31.  In  the  five-year  summary  that  follows,  revenues 
are  reported  on  a calendar  year  basis  for  1990,  and  on  a fiscal  year 
basis  for  previous  periods. 


CYBORG  SYSTEMS,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

12/92 

12/91 

12/90 

2/90 

2/89 

Revenue 

• Percent  increase 

$27.5 

$24.2 

$17.6 

$20.3 

$15.0 

from  previous  year 

14% 

38% 

N/A 

35% 

25% 

Company 

Description 


Financials 


Cyborg  Systems  management  attributes  the  company's  growth  to  its 
enhanced  product  offerings  and  increased  customer  support  services. 


Alliances  Hardware:  Bull  HN,  DEC,  Hewlett-Packard,  IBM,  Unisys,  and  Wang 

Software:  Cincom  Systems,  CODA,  and  Computron 

Technology:  Digital  Design,  Resumix,  Systems  Tax  Service,  Talx 
Corporation,  and  Westcorp  Software  Systems 


Employees  Cyborg  Systems  currently  has  229  employees,  segmented  as  follows: 


Marketing/sales 

35 

Customer  support 

115 

Research  and  development 

37 

Computer  operations 

7 

General  and  administrative 

35 

229 
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Competitors 


Key  Products  and 
Services 


Major  competitors  include  PeopleSoft,  D&B  Software,  Information 
Science  Incorporated,  Integral,  GENES YS  Software  Systems, 
Tesseract,  and  Spectrum. 


Approximately  90%  of  Cyborg  Systems'  1992  revenue  was  derived  from 
applications  software  product  licenses,  4%  from  associated  support 
services,  and  6%  from  professional  services  consulting  (Cyborg 
Consulting  Division). 

All  Cyborg  Systems  products  operate  on  virtually  any  mainframe  or 
minicomputer  hardware  platform  that  supports  full  ANSI  COBOL, 

PCs,  and  most  versions  of  UNIX,  including  Bull  HN,  CDC,  Data 
General,  DEC,  HP,  IBM,  NCR,  Prime,  Sun,  Unisys,  and  Wang.  The 
Solution  Series  also  is  available  for  PC  LANs  under  Novell  NetWare. 

The  Solution  Series  is  Cyborg  Systems'  client/server-based  family  of 
integrated  software  products  for  human  resource  information 
management,  payroll  processing,  benefits  administration,  and  time  and 
attendance  tracking  and  management. 

• The  products  support  a common  architecture  and  permit  real-time 
updating  of  files.  Each  application  may  be  used  separately  or 
integrated  as  part  of  a total  system. 

• The  Solution  Series  addresses  the  following  functional  areas: 

- The  Human  Resource  Management  Solution  ranges  in  price  from 
$50,000  to  $360,000  and  includes  the  following  modules: 

Basic  Human  Resource  Record-Keeping 

Benefits  Administration 

EEO/ Affirmative  Action 

Applicant  Tracking 

Employee  Health  and  Safety 

Labor/Employee  Relations 

Workforce  Planning 

Position  Control 

Attendance  Tracking 

Salary  Administration 

- The  Payroll  Solution  provides  on-line  administration  of  payroll 
functions.  This  system  ranges  in  price  from  $50,000  to  $360,000. 
The  Cyborg  Tax  Service,  a standard  feature  of  the  Payroll 
Solution,  provides  clients  with  information  bulletins  related  to 
current  tax  changes.  There  are  currently  over  1,000  installations 
of  the  Payroll  Solution. 
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- The  Time  and  Attendance  Solution  combines  software  and 
hardware  to  automatically  capture  and  compile  employee  time 
card  data  from  the  swipe  of  a specially  encoded  badge.  This 
system  ranges  in  price  from  $20,000  to  $160,000. 

• Cyborg  Systems'  products  are  currently  installed  at  more  than  1,000 
customer  sites. 

Other  Cyborg  Systems'  products  include  the  following: 

• The  COBRA  Solution  is  a PC-based  system  that  interfaces  with 
Cyborg  Systems'  Benefits  Administration  module  of  the  Human 
Resource  Management  Solution  to  automate  administrative  tasks 
associated  with  Consolidated  Omnibus  Budget  Reconciliation  Act 
(COBRA)  compliance.  The  COBRA  Solution  can  also  be 
interfaced  via  the  PC  Solution  for  mainframes  and  minicomputers. 
The  COBRA  Solution  ranges  in  price  from  $8,000  to  $15,000. 

• The  PC-Solution  is  a software  product  that  permits  downloading 
from  a mainframe  or  minicomputer  of  any  module  of  the  Human 
Resource  Management  Solution,  and  the  data  entry  and  balancing 
functions  of  the  Payroll  Solution  to  an  IBM  or  compatible 
microcomputer.  The  PC-Solution  is  priced  at  $10,000  and  corporate 
licenses  are  also  available.  There  are  currently  300  installations. 

Support  services  provided  by  Cyborg  Systems  include  the  following: 

• Cyborg  Systems  offers  training  services  to  its  software  clients 
through  The  Solution  Center,  its  national  client  training  center  in 
Chicago.  The  company  also  offers  product  seminars  throughout  the 
U.S.  The  seminars  introduce  and  describe  Cyborg  Systems'  products 
and  services. 

• A 24-hour  hotline  provides  assistance  in  system  implementation, 
project  planning,  and  telephone  support. 

• A dial-in  service  permits  clients  to  receive  the  latest  tax  and  other 
product-related  updates  over  the  telephone  via  a microcomputer. 

• System  installation  is  available  with  Cyborg  Systems'  software  license 
fees. 

The  Cyborg  Consulting  Division  is  a separate  Cyborg  Systems  branch 

that  provides  supplemental  custom  software  development  and 

consulting  services  to  its  software  clients.  This  unit  has  approximately 

35  employees. 
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c Industry 


Markets 


Cyborg  Systems'  products  are  targeted  to  companies  with  more  than 
500  employees. 


Approximately  60%  of  revenue  is  derived  from  the  manufacturing 
industry.  The  remaining  40%  of  revenue  is  derived  from  clients  in 
various  industries. 


Cyborg  Systems'  products  are  used  by  clients  in  banking,  chemicals, 
clothing  manufacturing,  cosmetics,  data  processing  services,  education, 
food  processing,  government,  health  care  services,  insurance,  appliance 
manufacturing,  nuclear  research,  petroleum,  and  publishing. 


Geographic 

Markets 


Approximately  71%  of  Cyborg  Systems'  1992  revenue  was  derived  from 
the  U.S.  and  29%  was  derived  from  international  sources. 


t 

Computer 
Hardware  and 
Software 


U.S.  sales/support  offices  are  located  in  Chicago,  Atlanta,  Dallas, 
Memphis,  and  Newport  Beach  (CA). 

International  offices  are  located  in  Toronto  and  Cornwall  (Canada), 
London  (U.K.),  Australia,  the  Caribbean,  and  Singapore  (as  of  June 
1993). 


Cyborg  Systems  has  the  following  computers  installed  for  research  and 
development  and  customer  support: 

• 1 HP-3000  Series  33,  MPE-IV 

• 1 DEC  VAX,  VMS 
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President  & CEO:  Jim  H.  Houtz 

7001  North  Scottsdale  Road 
Suite  1000 

Scottsdale,  AZ  85253-3628 
Phone:  (602)  596-4300 

Fax:  (602)  596-4314 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
472  (4/95) 
$53,812,000 
12/31/94 


Key  Points 

• CyCare  has  evaluated  its  strategic  direction  and 
decided  to  narrow  its  focus  and  concentrate  on  the 
markets  that  had  the  best  potential  under  health 
care  reform — providing  information  systems, 
related  support  services  and  electronic  data 
interchange  (EDI)  services  to  physicians  and 
medical  group  practices. 

• As  part  of  its  strategy,  in  late  1993  CyCare  sold  its 
Practice  Management  business  unit — a provider  of 
billing  and  collection  services  to  hospital-based 
physicians — to  Medaphis  Corporation  for  $24.1 
million.  This  divestiture  has  resulted  in  a 


simplified  cost  and  operating  structure  and'a 
strengthened  balance  sheet,  allowing  CyCare  to 
concentrate  energies  and  resources  in  the  areas  in 
which  it  holds  a commanding  market  position. 

• During  1993,  CyCare  introduced  CyCare  System 
3000sm  (CS3000),  a practice  management  system 
featuring  patient  care,  prepaid  managed  care  and 
financial  and  administrative  functions  combined 
with  mainstream  productivity  tools  such  as  word 
processing,  electronic  mail  and  financial 
spreadsheets.  Using  client/server  technology, 
CS3000  operates  within  the  UNIX  software 
environment  and  runs  on  the  HP  9000  Series  800 
computer.  This  in-house  product  is  targeted  to 
group  practices,  health  care  enterprises  and  faculty 
practice  plans. 

• CyCare  has  also  recently  introduced 
SpectraMEDSM,  a Windows-based  practice 
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management  system  for  the  small  physician 
practice.  CyCare  will  continue  to  support  its  DOS- 
based  Medicalis  and  Dentalis  products. 

Company  Description 

CyCare,  incorporated  in  1969,  provides  processing 
services,  turnkey  systems,  facilities  management 
(systems  operations)  and  professional  services  to 
more  than  3,200  customers,  including  physicians, 
medical  group  practices,  faculty  practices  and 
medical  enterprises. 

Organization  and  Structure 

CyCare  is  currently  organized  into  three  units  as 
follows: 

• The  Group  Practice  business  unit,  headquartered  in 
Scottsdale  (AZ)  with  1994  revenue  of  $39.0 
million,  provides  processing  services,  in-house 
turnkey  systems  and  systems  operations  services  to 
physician  groups,  faculty  practices  and  medical 
enterprises. 

• CyData,  Inc.,  based  in  Scottsdale  (AZ)  with  1994 
revenue  of  $15.2  million,  provides  EDI  services, 
including  electronic  claims,  automated  remittance 
advice  and  on-line  eligibility.  Other  services 
include  a national  coordination  of  benefits  service, 
eligibility  verification,  laser  printing,  microfiche 
and  mailing  services. 

• The  Software  Publishing  unit,  with  1994  revenue 
of  $1.5  million,  markets  CyCare’s  microcomputer 
software  products  (including  SpecraMED)  through 
a national  network  of  independent  dealers. 

In  addition  to  its  headquarters  in  Scottsdale,  CyCare 
has  regional  centers  in  Bedminster  (NJ), 

Bloomington  (MN),  Dallas  (TX),  Itasca  (IL), 

Marietta  (GA)  and  San  Diego  (CA). 

The  company’s  processing  operations  and  Corporate 
Information  Center  are  in  Dubuque  (IA). 


Company  Strategy 

CyCare’s  strategy  is  to  focus  its  resources  on  its  core 
capabilities — providing  information  systems,  related 
support  services  and  EDI  services  to  physicians  and 
medical  group  practices  focused  on  their  need  to 
address  three  key  health  care  issues: 

• To  successfully  manage  risk,  negotiate  contracts 
and  deliver  and  measure  quality  in  a prepaid 
managed  care  environment 

• To  deliver  cost-effective,  quality  patient  care 

• To  simplify  administration  and  reduce  paperwork 
via  EDI  and  applications  within  the  CyCare 
product  line 

Specific  elements  of  the  company's  strategy  include: 

• Further  penetrating  the  group  practice  market 
through  its  new  CyCare  System  3000  and 
SpectraMED  products  and  an  expanded  sales  force 

• Further  expansion  of  CyData’s  EDI  capabilities  to 
offer  additional  services 

Financials 

CyCare’s  1994  revenue  was  $53.8  million,  a 20% 
decrease  from  1993  revenue  of  $71.1  million.  Net 
income  reached  $3.0  million,  compared  to  a net  loss 
of  $7.8  million  for  1993. 

• The  decline  in  revenue  during  1994  was  due  to  the 
sale  of  the  Practice  Management  business  unit. 
Excluding  1993  Practice  Management  revenue  of 
$20.8  million,  CyCare’s  total  revenue  increased 
15%  from  1993  to  1994. 

• Net  losses  for  1993  include  a $3.7  million  gain  on 
the  sale  of  the  Practice  Management  business  unit 
and  a restructuring  charge  of  $1 1.9  million. 
Excluding  these  items,  net  income  of  $3.0  million 
tor  1994  represented  a 150%  increase  over  net 
income  of  $1.2  million  for  1993. 

• A five-year  financial  summary  follows: 
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CyCare  Systems,  Inc. 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$53.8 

$71.1 

$75.6 

$75.4 

$79.4 

• Percent  change  from 

previous  year 

(20%) 

(6%) 

- 

(5%) 

(8%) 

Income  (loss)  before  taxes 

$5.0 

$(6.1) 

$2.5 

$1.4 

$(16.7) 

• Percent  change  from 

(a) 

(b) 

previous  year 

182% 

(344%) 

79% 

108% 

(440%) 

Net  income  (loss) 

$3.0 

$(7.8) 

$1.5 

$0.6 

$(11.7) 

• Percent  change  from 

previous  year 

138% 

(620%) 

1 50% 

105% 

(480%) 

Earnings  (loss)  per  share 

$0.60 

$(1.39) 

$0.27 

$0.11 

$(2.10) 

• Percent  change  from 

previous  year 

118% 

(615%) 

145% 

105% 

(489%) 

(a)  Includes  a restructuring  charge  of  $11.9  million , and  a profit  before  tax  of  $3. 7 million  associated  with  the 
sale  of  Practice  Management. 


(b)  Includes  write-downs  of  assets  and  established  reserves  totaling  $20.0  million  related  to  a strategic 
redirection  toward  physician-oriented  entities. 


Comparable  year-to-year  services  revenue 
increased  10%,  while  system  sales  increased  45% 
during  1994. 

• System  growth  is  attributed  to  the  continuing 
market  acceptance  of  the  company's  CS3000 
system  and  successful  introduction  of  its 
Windows-based  SpectraMED  product. 

• System  margins  remained  constant  at  3%  in  1994 
and  1993,  while  service  margins  increased. 

System  sales  were  70%  hardware  and  30% 
software  in  1994,  versus  75%  and  25%, 
respectively,  in  1993.  Software  sales  increased 
5%  as  a percent  of  system  sales,  but  this  increase 
in  high  margin  software  was  offset  by  a decrease 
in  hardware  margins  due  to  customer  demand  for 
less  profitable  personal  computers. 

• Services  revenue  grew  due  to  increases  in 
monthly  license  fees  and  services,  primarily  for 
new  CS3000  and  SpectraMED  clients,  and  an 
increase  in  transactions  processed  by  CyData. 

CyCare  Systems, Inc. 
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• Service  margins  increased  to  61%  in  1994,  from 
48%  the  prior  year,  primarily  due  to  the  sale  of 
Practice  Management,  a business  unit  that  had 
lower  operating  margins  than  CyCare's  other 
business  units. 

Net  research  and  development  expenses  were 
approximately  $3.4  million  (6%  of  revenue)  in 
1994,  compared  to  $3.8  million  (5%  of  revenue)  in 
1993  and  $2.8  million  (4%  of  revenue)  in  1992. 
CyCare  continues  to  spend  its  research  and 
development  dollars  enhancing  its  CS3000  and 
SpectraMED  products,  developing  its  electronic 
medical  records  and  enterprise-wide  scheduling 
products  and  adding  additional  capabilities  to  its 
EDI  products  and  services. 

Interim  Results 

Revenue  for  the  three  months  ending  March  31, 
1995  reached  nearly  $15.8  million,  a 21%  increase 
over  $13  million  for  the  same  period  in  1994.  Net 
income  was  $1 .0  million,  compared  to  $608,000  for 
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the  same  period  a year  ago.  The  strong  sales 
momentum  established  in  the  second  half  of  1994 
has  continued  into  1995,  largely  the  result  of 
CS3000  and  SpectraMED  sales. 

Revenue  Analysis  by  Product/Service 

Approximately  80%  of  CyCare’s  1994  revenue  was 
derived  from  services,  which  include  on-line  and 


distributed  processing  services,  systems  operations, 
professional  services  and  relicensing  fees:  17% 
was  derived  from  hardware/software  for  distributed 
processing  and  turnkey  systems  and  microcomputer 
software  products;  and  3%  came  from  interest  and 
other  income. 

Three-year  summaries  of  source  of  revenue  are 
shown  below. 


CyCare  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Business  Unit 

Revenue 

$ 

Revenue 

$ 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Group  Practice 

$39.0 

72% 

$33.9 

48% 

$36.8 

49% 

CyData 

15.2 

28% 

11.8 

17% 

10.7 

14% 

Software  Publishing 

1.5 

3% 

2.6 

3% 

3.2 

4% 

Practice  Management  (a) 

-- 

- 

20.8 

29% 

26.2 

35% 

Other 

1.9 

4% 

5.2 

7% 

1.7 

2% 

(Eliminations)  (b) 

(3.8) 

(7%) 

(3.3) 

(4%) 

(2.9) 

(4%) 

Total 

$53.8 

100% 

$71.0 

100% 

$75.6 

100% 

(a)  This  business  was  sold  in  November  1993. 

(b)  Reflects  intercompany  electronic  claims  processing  revenue. 


CyCare  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Services 

$43.3 

80% 

$60.1 

85% 

$64.5 

85% 

Systems 

9.1 

17% 

6.3 

9% 

10.3 

14% 

Interest  and  other  income  (a) 

1.4 

3% 

4.6 

6% 

0.8 

1% 

Total 

$53.8 

100% 

$71.0 

100% 

$75.6 

100% 

(a)  1993  results  include  a profit  before  tax  of  $3.7  million  from  the  sale  of  the  Practice  Management  business. 
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A further  breakdown  of  1994  revenue  by  product 
line  is  estimated  as  follows: 


CS3000 14% 

SpectraMED 3% 

Claims  clearinghouse  (EDI) 22% 

Statements  printing 29% 

Add-ons/upgrades 5% 

Legacy  system  maintenance ..  16% 

Other 1 1% 

100% 


Market  Financials 

More  than  96%  of  CyCare’s  revenue  was  derived 
from  the  health  services  industry.  The  remainder 
of  revenue  was  derived  from  various  laser  printing 
and  microfiche  services  provided  to  other 
businesses,  primarily  credit  unions. 


• The  client  base  consisted  primarily  of 
radiologists,  anesthesiologists  and  emergenc\ 


room  physicians. 

Employees 

As  of  April  21,  1995,  CyCare  had  472  employees. 

segmented  as  follows: 

Sales  representatives 

•>  ^ 

Installation  and  support 

....  148 

Systems  analysts  and  programmers.... 

99 

Administrative,  operations 
and  clerical 

....  192 

472 

Key  Products  and  Services 

The  following  discussion  will  focus  on  CyCare's 
products  and  services  by  business  unit. 


The  CyCare  System  3000  is  targeted  to  group 
practices  and  faculty  practices  with  more  than  12 
physicians. 

SprectraMED  is  targeted  to  group  practices  with  12 
or  fewer  physicians  and  solo  practioners, 
representing  approximately  100,000  buying 
entities. 

Geographic  Markets 

Virtually  all  of  CyCare's  1994  revenue  was  derived 
from  the  U.S.  Less  than  1%  of  total  revenue  was 
from  Canada. 

CyCare's  3,200  customers  are  located  in  50  U.S. 
states  and  three  Canadian  provinces. 

Divestitures 

In  November  1993,  CyCare  sold  its  Practice 
Management  business  unit  to  Medaphis 
Corporation  for  $24.1  million. 

• Practice  Management,  with  approximately  600 
employees,  provided  processing  and  practice 
management  consulting  services  to  hospital- 
based  and  medical  school-based  physicians. 


Group  Practice 

CyCare’s  business  was  founded  in  the  group 
practice  marketplace.  This  business  unit,  with 
more  than  2,800  clients,  provides  on-line  and 
distributed  processing  services,  turnkey/in-house 
systems  and  systems  operations  services  to 
physicians,  physical!  group  practices,  faculty- 
practice  plans  and  medical  enterprises.  Revenue 
for  the  unit  was  $39.0  million  in  1994,  with  78% 
recurring  revenue. 

Applications  supported  include  patient  information 
and  registration,  patient  appointment  scheduling, 
business  office  management,  prepaid  managed 
care,  electronic  medical  records,  EDI  and  financial 
and  administrative  products. 

Turnkey/in-house  systems  currently  marketed  by 
CyCare  include  the  following: 

• CS3000  is  CyCare’s  new  product — a UNIX- 
based  client/server  practice  management  system 
for  HP  9000  Series  800  computers  targeted  to 
group  practices,  health  care  enterprises  and 
faculty  practice  plans  with  12  or  more 
physicians.  The  system  combines  mainstream 
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productivity  tools,  such  as  word  processing, 
electronic  mail  and  financial  spreadsheets,  with 
management  systems  that  include  patient  care, 
prepaid  managed  care  and  financial  and 
administrative  functions.  There  are  currently  45 
CS3000  clients. 

Systems  operations  services  are  currently  provided 
to  one  client.  The  company  is  working  to  expand 
its  outsourcing  client  base. 

CyCare’s  software  pricing  strategy — Living 
Software — shifts  a portion  of  the  initial  software 
license  fee  into  recurring  revenue  over  the  life  of 
the  contract.  Clients  generally  sign  license 
agreements  for  continuing  software  use,  support 
and  enhancements  for  a period  of  three  to  five 
years. 

New  products  under  development  during  1995 
include  electronic  medical  records,  enterprise-wide 
scheduling  and  managed  care  product  line 
enhancements. 

CyCare  no  longer  actively  markets,  but  continues 
to  support  the  C250,  300/350  and  700/900 
products. 

Software  Publishing 

This  unit,  with  1994  revenue  of  $1.5  million, 
markets  health  care  PC  software  products  through  a 
three-tiered  nationwide  network  of  more  than  100 
independent  dealers  and  resellers. 

SpectraMED.  introduced  in  1994,  is  a Windows- 
based  practice  management  and  patient  care 
software  product  targeted  to  small  practices  (up  to 
ten  physicians). 

• Features  include  electronic  medical  records,  live 
audio  and  video  records  that  can  be  stored  in  the 
SpectraMED  patient  file,  electronic  patient 
names/alerts,  the  ability  to  maintain  multiple  fee 
schedules  and  simplified  ad  hoc  reporting. 


• SpectraMED  has  a built-in  connection  to  CyData 
for  electronic  claims,  remittance  and  statements 
processing. 

• There  have  been  more  than  300  SpectraMED 
shipments. 

• New  features  under  development  include 
appointment  scheduling,  insurance  eligibility 
verification,  an  integrated  delivery  system,  a 
more  comprehensive  medical  records  package, 
enhanced  electronic  patient  statements  and 
managed  care  reporting. 

CyCare  no  longer  actively  markets  but  continues  to 
support  the  Medicalis  and  Dentalis  PC  software 
products. 

CyData,  Inc. 

CyData  provides  electronic  claims  processing  and 
ancillary  services  to  more  than  400  clients  in  the 
health  services  industry  as  well  as  to  CyCare  Group 
Practice  and  Software  Publishing  clients.  CyData 
generated  1994  revenue  of  $15.2  million  (including 
$3.8  million  in  intercompany  revenue).  These 
revenues  were  100%  recurring  in  1994. 

CyData’s  electronic  claims  processing  services 
include  the  following: 

• CyCare  customers  electronically  transmit  all 
insurance  claims  in  a single,  common  data  format 
from  their  billing  system  to  CyData’s 
clearinghouse.  CyData  then  edits  the  data, 
reformats  it  to  meet  specific  insurance  carrier 
requirements  and  submits  it  electronically  to  the 
carriers  for  reimbursement. 

• CyData  offers  more  than  420  electronic  formats 
to  payors.  The  clearinghouse  is  currently 
formating,  editing  and  processing  more  than  3.6 
million  physician  claims  per  month.  CyData  is 
projected  to  process  about  10  million  claims  per 
month  by  the  end  of  1997. 
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• Under  CyData’s  Participating  Payor  Program, 
insurance  payors  that  join  the  program  agree  to 
absorb  most,  if  not  all,  of  the  physician’s  cost  to 
process  claims  electronically.  In  return,  the 
payors  enjoy  a cost  savings  from  reduced  paper 
claims  processing. 

• CyData  also  provides  eligibility  verification, 
referral  authorization,  remittance  advice,  laser 
printing,  microfiche  and  mailing  services,  which 
are  provided  primarily  to  the  health  care  industry. 

New  services  under  development  by  CyData 
include  claims  status  checking,  credit  card 
authorization,  electronic  funds  transfer,  lab  test 
order  and  results  and  electronic  prescription 
ordering. 

Support  Services 

CyCare  provides  installation  or  conversion  and 
ongoing  support  services  to  its  clients.  Customer 
programming  is  generally  provided  on  a time-and- 
materials  basis. 

Initial  training  on  the  use  of  a system  is  generally 
included  in  the  cost  of  the  system.  CyCare  also 
provides  continuing  classes  to  update  and  train  new 
customer  personnel  at  regional  training  facilities. 

Clients 

During  the  first  quarter  of  1995,  CyCare  signed 
several  large  contracts  with  some  of  the  nation's 
largest  medical  services  organizations,  including 
SSM  Health  Care  (St.  Louis,  MO),  Promina  Health 
Systems.  Inc.  (Atlanta,  GA)  and  St.  John’s  Health 
Systems,  Inc.  (Springfield,  MO). 

Marketing  and  Sales 

CyCare  markets  its  CS3000  and  CyData  products 
and  services  through  sales  representatives  located 
in  offices  throughout  the  U.S. 

SpectraMED  is  marketed  through  a nationwide 
network  of  more  than  100  independent  dealers. 


• In  early  1994,  Control-O-Fax  Corporation,  which 
specializes  in  health  care  business  solutions, 
signed  an  agreement  to  distribute  1 50  units  of 
SpectraMED  yearly. 

• Other  dealers  include  CYMA  Systems  (Tempe. 
AZ)  and  MedWorld  (Lake  Mary,  FL). 

Alliances 

CyCare  has  value-added  agreements  with  IBM, 

Bull  and  Hewlett-Packard  to  purchase  equipment 
for  resale  to  its  customers. 

In  order  to  provide  a broader  range  of  services  to 
physicians  and  medical  groups,  CyCare  has 
obtained  remarketing  and  licensing  agreements 
with  other  software  vendors  for  general  finance  and 
other  applications.  CyCare  has  such  agreements 
with  Medicode,  Inc.,  Medirisk,  Inc.  and 
SoftMed/IHS. 

Competitors 

CS3000  competitors  include  IDX,  SMS,  Medic  and 
First  Data  Corporation. 

SpectraMED  competitors  include  Medical 
Manager,  Wallaby  and  Versyss. 

CyData  competitors  include  EDS,  NEIC,  CHN  and 
Envoy. 

INPUT  Assessment 

CyCare’s  strengths  include  a focused  corporate 
direction  on  physician  entities,  strong  product 
direction  with  its  new  CS3000  and  SpectraMED 
products  and  nationally  recognized  EDI  capabilities 
via  CyData 

The  company’s  primary  challenge  over  the  coming 
year  is  to  successfully  install  CS3000  and 
SpectraMED  systems  for  new  clients. 
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Daly  & Wolcott,  Inc. 


President:  Terrance  J.  Daly 

21st  Floor 

One  Hospital  Trust  Plaza 
Providence,  Rl  02903 
Phone:  (401)351-8400 

Fax:  (401)351-8484 


Status:  Private 

Employees:  200  (12/96) 

Revenue:  $18,000,000* 

Fiscal  Year  End:  3/31/96 

* INPUT  estimate 


Company  Description 

Daly  & Wolcott  markets  and  supports  the 
Application  Plus®  family  of  software  products 
for  companies  with  large-scale  customer 
service,  inventory  management,  warehouse 
logistics,  and  financial  reporting  needs. 

The  company’s  products  support  IBM  AS/400, 
System/3X,  Microsoft  Windows,  and  most 
open  operating  systems  clients.  The  company 
also  provides  consulting  and  technical  support 
services  for  its  products. 

c 


Daly  & Wolcott  was  founded  in  1977  as  a 
consulting  and  custom  software  development 
firm.  In  the  mid-1980s  the  company’s  focus 
shifted  to  software  product  development  and 
marketing.  Based  on  its  software  and  IBM 
system  expertise,  Daly  & Wolcott  began  to 
develop  a turnkey  system  that  would  meet  the 
growing  market  need  for  timely  and  critical 
information  relating  to  customer  service, 
inventory  management,  warehouse  logistics, 
and  financial  reporting.  Its  A+  software  was 
first  introduced  in  1988. 

Organization  and  Structure 

Daly  & Wolcott  is  headquartered  in 
Providence  (RI),  with  branch  offices  in  Atlanta 
(GA),  Chicago  (IL),  Dallas  (TX),  and  Los 
Angeles  (CA).  The  company’s  West  Warwick 
(RI)  site  houses  its  product  development, 
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response  line,  documentation,  and 
distribution  departments. 

Daly  & Wolcott’s  key  executives  are 
summarized  below. 


Daly  & Wolcott 
Key  Executives 


Name 

Title 

Terrance  J.  Daly 

President 

James  Moody 

EVP 

Jeffrey  P.  Dallas 

VP,  Product  Development 

Richard  Hawkins 

VP,  Professional  Services 

Andrew  Kiza 

VP,  Sales — Central  Region 

David  L.  Vale 

VP,  Sales — Western  and  North 

Eastern  Region 

Herb  Sawyer 

VP,  Marketing  Communications 

Bill  Glen 

VP,  Human  Resources 

Company  Strategy 

Daly  & Wolcott’s  mission  is  to  develop  and 
market  high-quality,  functionally  rich,  and 
easy-to-use  business  management  software 
solutions,  while  providing  customers  with  the 
highest  possible  level  of  support  and  service  in 
the  industry. 

Market  Financials 

Daly  & Wolcott’s  products  are  used  not  only 
by  traditional  wholesalers  and  distributors, 
but  also  by  Fortune  1000  companies  outside 
the  distribution  industry  with  large-scale 
needs  for  the  distribution  function. 

Among  the  industries  in  which  Daly  & 
Wolcott’s  software  solutions  have  been 
installed  by  traditional  wholesale  distributors 
of  durable  and  nondurable  goods  are 
industrial  supplies,  machinery  and 


equipment,  auto  parts,  beauty  and  cosmetics 
products,  industrial  supplies,  finished  goods, 
consumer  manufactured  goods,  office  supplies, 
electronic  parts,  paper  and  plastic  products, 
building  materials,  computer  equipment, 
plumbing  and  heating  supplies,  and  medical 
equipment  and  supplies. 

Geographic  Markets 

Daly  & Wolcott’s  revenue  is  derived  from  U.S. 
and  international  customers.  The  company 
currently  has  software  customers  in  more 
than  12  countries. 

INPUT  estimates  that  the  majority  of  the 
company’s  revenue  is  derived  from  the  U.S. 

Employees 

As  of  March  31,  1996,  Daly  & Wolcott  had 
approximately  175  employees. 

The  company  currently  has  approximately  200 
employees. 

Key  Products  and  Services 

The  Application  Plus  suite  of  20  software 
modules  provides  industry  with  a 
comprehensive,  fully  integrated  enterprise- 
wide software  solution  for  large-scale 
customer  service,  inventory  management, 
warehouse  logistics,  and  financial  reporting. 

Daly  & Wolcott’s  integrated  programs  are 
available  in  three  versions: 

• A+  400®  for  the  IBM  AS/400 

• A+  Client/Server®  for  the  AS/400  with  PC 
workstations  operating  on  Microsoft 
Windows 

• A+  Open®,  designed  to  run  on  most  open 
operating  systems 
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The  company’s  current  offerings  of  integrated 
modules  are  as  follows: 

• Customer  Service 

- A+  Order  Entry 

- A+  Bill  of  Materials 

- A+  Sales  Analysis 

- A+  Price  Maintenance 

- A+  OnSite 

- A+  Customer  OnSite 

• Inventory  Management 

- A+  Inventory  Management  and  Planning 

- A+  Inventory  Accounting 

- A+  Purchasing 

- A+  Work  Order  Processing 

- A+  Lot  Control/Serial  Number  Tracking 

• Warehouse  Logistics 

- A+  Warehouse  Management 

- A+  Radio  Frequency 

• Financial  Reporting 

- A+  General  Ledger 

- A+  Accounts  Receivable 

- A+  Accounts  Payable 

• Cross  Applications 

- A+  Electronic  Data  Interchange 

- A+  Fax  (for  broadcast  facsimile) 

- A+  International  Currency 

- A+  ViewPoint  (executive  information 
system) 


Support  services  provided  by  Daly  & Wolcott 
include  the  following: 

• Software  customization 

• Software  enhancements 

• Telephone  response  line  support 

• Customer  education 

• Client  support 

• Software  upgrades 

Clients 

There  are  currently  more  than  4,000 
customers  who  rely  on  Daly  & Wolcott 
products  and  services  in  a wide  range  of 
vertical  markets. 

A sample  of  clients  includes  International 
Paper,  Kendall- Jackson,  Gerber  Baby 
Products,  Miles  Pharmaceuticals,  Gulf 
Petroleum,  American  Airlines,  and  Christian 
Dior. 

Marketing  and  Sales 

Daly  & Wolcott  sells  its  software  through  a 
direct  sales  force  as  well  as  a nationwide 
network  of  IBM  Business  Partners,  systems 
integrators,  distributors,  and  dealers. 

Alliances 

Daly  & Wolcott  is  an  IBM  Business  Partner. 
In  August  1996,  the  two  companies  entered 
into  a marketing  agreement  whereby  IBM 
markets  the  multi-module  Application  Plus 
software  product  to  the  U.S.  distribution 
industry  and  other  customers. 
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DATASERV,  INC. 

12125  Technology  Drive 
Eden  Prairie,  MN  55344-7399 
Phone:  (612)829-6000 


President: 

Status: 

Parent: 

Total  Employees: 
Service  Revenue: 
Fiscal  Year  End: 


Phil  Hinderaker 
Subsidiary 
BellSouth  Corp. 

1,250 

$102,000,000* 
12/31/91 
* INPUT  estimate 


Key  Points 


Dataserv,  Inc.  is  one  of  the  top  independent  providers  of 
support  services  in  the  U.S. 

Dataserv's  affiliation  with  the  other  divisions  of  BellSouth 
Telecommunications  gives  Dataserv  access  to  a large,  common 
sales  organization  to  assist  in  reaching  a larger  customer 
market. 

Dataserv  is  part  of  BellSouth's  integrated  strategy  to  provide 
business  customers  with  a comprehensive  set  of  services.  By 
combining  complimentary  business  units,  BellSouth  believes  it 
is  better  able  to  provide  more  enhanced,  comprehensive 
services  to  its  customers. 

Dataserv's  primary  focus  is  on  large,  multiregional  businesses. 


September  1992 
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Company 

Description 

Dataserv  is  a nationwide  provider  of  custom  solutions  for 
computer  maintenance,  technology  conversion,  network 
management,  support  of  customer  critical  applications,  parts 
supply,  and  retail  applications  software.  The  company  is 
organized  into  three  major  divisions: 

• The  Custom  Solutions  Division  provides  maintenance  support 
and  technology  conversion. 

• The  Parts  Division  provides  parts,  services,  and  support. 

• The  Retail  Applications  Division  offers  specialty  store  software 
solutions. 

Company 

History 

Dataserv,  founded  in  1970,  was  acquired  by  BellSouth  in  1987.  In 
1992,  Dataserv  was  realigned  under  BellSouth  Business  Systems,  a 
subsidiary  of  BellSouth  Telecommunications. 

BellSouth  Business  Systems  includes  the  commercial  units  of 
BellSouth's  regional  phone  companies,  and  was  created  to  focus 
on  the  needs  of  customers  through  the  combination  of  the 
companies'  business  sales  and  systems  management  operations. 

Financials 

INPUT  estimates  that  Dataserv's  1991  services  revenues  were 
approximately  $102.0  million.  This  is  an  increase  of  13%  from 
estimated  1990  revenues  of  $90.0  million. 

Competitors 

Dataserv  encounters  the  strongest  competition  in  maintenance 

and  telecommunications. 

• Major  maintenance  competitors  include:  Bell  Atlantic  Business 
Systems  Service,  IBM,  Intelogic  Trace,  JWP  Information 
Systems,  ComputerLand,  and  Electronic  Data  Systems  (EDS). 

• In  telecommunications,  Dataserv's  strongest  competitors  are 
AT&T  and  Rolm. 

• Other  competitors  are  Century,  Microexchange,  Magnetic 
Data,  CSR  and  Data  Systems  for  parts  supply,  and  IBM  CRS, 
Techpoint,  Plourde,  and  Retail  Store  Systems  for  retail 
applications. 

Page  2 of  3 

Copyright  1992  by  INPUT.  Reproduction  Prohibited.  September  1992 

DATASERV,  INC. 


INPUT 


Key  Products 
and  Services 

Dataserv  is  organized  into  three  divisions-the  Custom  Solutions 

Division,  the  Parts  Division,  and  the  Retail  Applications  Division. 

• The  Custom  Solutions  Division  emphasizes  technology 
conversions  and  installations,  and  technology  support  programs. 
Dataserv  offers  nationwide  maintenance  support  for  IBM, 

NCR,  and  related  peripherals.  Retail  support  includes  system 
set-up  and  staging,  site  prep,  training,  installation, 
deinstallation,  and  assembly  of  hardware  with  software. 

• The  Parts  Division  focuses  on  value-added  parts  services  for 
computer  service  companies  and  self-maintenance  programs. 
The  division  provides  emergency  parts  distribution  services, 
self-maintenance  support,  and  parts  support,  including  parts 
sales,  repair,  training,  Advanced  ExchangeSM  Service,  REOSM 
Service  (Remote  Entry  Order  Service)  and  support  services. 

• The  Retail  Applications  division  provides  custom-designed 
software  systems  for  retail  department  stores,  mass  merchants, 
specialty  stores,  and  non-traditional  retailers. 

- The  systems  include  SURPASSR,  Dataserv's  specialty  store 
POS  software  solution,  and  GSA,  IBM's  General  Sales 
Application,  which  Dataserv  has  enhanced  and  supports. 

- Total  POS  solutions  are  provided,  consisting  of  POS 
hardware  and  software,  hardware/software  integration 
services,  installation,  and  hardware/software  maintenance. 
The  strategy  is  to  target  the  larger  retail  customers  serving  a 
large  geographic  area  with  complete  POS  solutions. 

Industry 

Markets 

Dataserv  markets  its  products  and  services  to  large  companies 
involved  in  high  volume  transaction  processing.  The  main  targets 
are  the  retail,  banking,  insurance,  and  telecommunications 
industries. 

Geographic 

Markets 

Dataserv’s  geographic  coverage  is  national,  focusing  on 
multiregional  companies. 

The  vast  majority  of  Dataserv's  1991  revenue  was  derived  from 
providing  service,  software,  and  parts  to  customers  in  the  U.S., 
with  the  remainder  from  international  customers. 
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DataTimes  Corporation 
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President  & CEO:  Allen  W.  Paschal 

14000  Quail  Springs  Parkway 
Suite  450 

Oklahoma  City,  OK  73134 
Phone:  (405)  751-6400 

Fax:  (405)  755-8028 

Customer  Service:  (800)  642-2525 


April  1995 


Status:  Private 

Major  Stockholder:  Oklahoma  Publishing  Co. 

Employees:  185* 

Revenue:  $30,000,000* 

Fiscal  Year  End:  12/31/94 

• INPUT  estimates 

Key  Points 

• DataTimes  provides  a range  of  on-line  information 
sources  to  approximately  15.000  subscribers. 

• In  November  1994,  DataTimes  announced  a major 
revamping  of  its  product  and  service  offerings, 
extending  its  on-line  services  to  and  pricing  them 
for  companies  and  organizations  of  any  size. 

• As  part  of  the  announcement,  DataTimes 
introduced  EveQSM.  a Windows-based  graphical 

©INPUT  1995 


user  interface  with  enhanced  search  capabilities 
that  reportedly  makes  access  to  DataTimes’ 
services  as  easy  to  use  as  well-known  consumer  on- 
line services.  A new  network  for  non-Windows 
users,  DataTimes®  Online,  also  was  introduced. 

• DataTimes'  simplified  pricing  structure  eliminates 
most  connect  charges,  as  well  as  charges  for 
searching.  Apart  from  a monthly  subscription  fee, 
users  pay  only  for  documents  they  ‘‘buy”  on-line. 
The  new  pricing  reportedly  saves  DataTimes 
customers  an  average  of  30%  per  month. 

• DataTimes  has  received  significant  backing  from 
Oklahoma  Publishing  Co.  in  support  of  EveQ  and 
Data  I imes  Online  development  and  marketing  and 
DataTimes  new  data  center. 
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• In  1994,  DataTimes  acquired  a majority  stake  in 
San  Francisco-based  Avenue  Technologies,  an 
electronic  publisher  of  on-demand,  customized 
reports  for  investors  and  the  corporate  information 
market.  Avenue’s  brand  names  include  ’"Fortune 
Company  Profiles,”  marketed  in  conjunction  with 
FORTUNE  Magazine.  The  acquisition  gave 
DataTimes  access  to  a wider  range  of  products  and 
services. 

Company  Description 

DataTimes  Corporation  provides  electronic  searching 
and  retrieval  of  more  than  5,200  information  sources, 
including  local,  regional,  national  and  international 
newspapers,  newswires,  magazines,  trade 
publications  and  business  journals;  television  and 
radio  transcripts;  SEC  filings;  investment  analyst 
reports;  historical  stock,  bond  and  mutual  fund 
prices;  company  profiles;  and  other  business  and 
financial  databases. 

In  addition  to  its  on-line  networks,  DataTimes  offers 
faxed-based  executive  briefing  services,  a 
NewsPipelineSM  service  to  feed  corporate  local-area 
networks  (LANs),  an  in-house  information  research 
service,  library  archiving,  and  (in  conjunction  with 
Real  World  Intelligence)  an  off-the-shelf  software 
package  that  combines  automated  on-line  searching 
with  business  intelligence  analysis. 

DataTimes  was  founded  in  1980  by  president  and 
CEO  Allen  Paschal  and  certain  family  members. 

The  company  is  currently  85%  owned  by  Oklahoma 
Publishing  Company  (which  is  owned  by  the  Edward 
L.  Gaylord  family)  and  15%  owned  by  Mr.  Paschal 
and  family. 

• From  October  1989  until  1994.  Dow  Jones  owned 
15%  of  DataTimes.  During  1989,  DataTimes  and 
Dow  Jones  merged  the  content  and  search 
platforms  of  their  respective  on-line  services,  using 
Dow  Jones'  data  center  in  South  Brunswick  (NJ). 

• During  1994.  Dow  Jones  sold  its  position  to 
DataTimes  Corporation.  Though  now  separated. 


Dow  Jones  continues  to  be  a distribution  partner 
for  DataTimes. 

• DataTimes'  on-line  operations  are  now  supported 
from  a new  DataTimes  data  center  in  Oklahoma 
City. 

Organization  and  Structure 

DataTimes  is  headquartered  in  Oklahoma  City  and 
has  additional  offices  in  San  Francisco  and 
Washington.  D.C. 

The  company  is  headed  by  founder  Allen  Paschal. 
Other  officers  include: 

• John  Paschal,  Senior  Vice  President  and  Chief 
Technology  Officer 

• Wes  Crews,  Vice  President,  Corporate 
Development 

• Tim  Bradbury,  Vice  President,  Business 
Development 

• Brad  Watson,  Vice  President,  Information  Sales 
and  Marketing 

• Linda  Paschal,  Director.  Library  Services  Division 

• John  Buckman,  Communications  Director 

Company  Strategy 

DataTimes’  November  1994  announcement  of  the 
'"rebirth”  of  its  on-line  services  caps  a year  of 
intensive,  secret  development  work  by  DataTimes 
and  Flouston-based  lnsource  Technology 
Corporation,  a technology  re-engineer  and  software 
developer.  The  development  project  was  established 
to  offer  business  users  a front-end  as  easy  to  use  as 
America  Online,  more  depth  (sources)  and 
completely  predictable  pricing  structure. 

DataTimes"  goal  is  to  revolutionize  and  redetine  the 
business  information  marketplace,  making  services 
available  to  more  organizations  and  more  persons 
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within  organizations  by  offering  easy  access  and 

reduced  pricing. 

• Instead  of  targeting  services  to  the  professional 
researcher,  DataTimes  wants  to  move  information 
requests  from  the  corporate  library  to  CEOs’  and 
marketers’  desktops  as  well  as  the  millions  of 
businesses  that  have  not  yet  subscribed  to  any  on- 
line information  service. 

• The  relaunched  service  will  initially  target  the 
broadcast  and  print  media,  advertising  and  public 
relations  and  corporate  sectors. 

• The  company  is  also  expanding  its  target  market 
beyond  large  corporations  and  information 
specialists  to  include  small  and  medium-sized 
companies. 

• Through  its  EyeQ  service,  DataTimes  is  seeking  to 
move  past  “data  dumping”  toward  providing  tools 
to  assist  in  focused  searching,  reporting  and 
analysis. 

• The  company  is  attempting  to  increase  its  market 
share  and  revenue  by  providing  significantly  more 
information,  more  easily  and  fruitfully  for  a greater 
number  of  customers  at  lower  per-search  costs. 


• DataTimes  is  appealing  to  cost-conscious 
companies  by  eliminating  complicated  billing  in 
favor  of  a flat  $39  monthly  fee  and  $3  for  most 
documents. 

In  order  to  attract  a significant  number  of  new 
subscribers,  DataTimes  offers  free  EyeQ  and 
DataTimes  Online  software  kits  through  its 
headquarters  office. 

DataTimes  plans  to  offer  Internet  services  by  the  end 
of  1995,  a Macintosh  interface  to  its  on-line  services, 
and  access  to  multimedia  data  files,  among  other 
planned  innovations. 

Possible  future  plans  include  extension  of  service 
outside  North  America,  addition  of  public  record 
information  to  the  service,  interactivity,  customized 
reporting  services  and  other  new  products. 

Financials 

It  is  estimated  that  DataTimes’  revenue  reached  $30 
million  in  1994,  compared  to  $21  million  in  1993. 

• DataTimes  management  claims  that  the  company  's 
profit  margins  are  significantly  higher  than  the 
industry  average  of  10%  to  12%. 

• A five-year  revenue  summary  follows: 


DataTimes  Corporation 
Five-Year  Revenue  Summary  * 
($  Millions) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

$30 

$21 

$14 

$9 

$6 

• Percent  change  from 

previous  year 

43% 

50% 

55% 

50% 

N/A 

* INPUT  estimates 


Market  Financials 

DataTimes  revenue  is  derived  from  a range  of 
industries. 


The  company's  customers  include  professionals 
involved  in  marketing,  communications,  financial 
planning  and  development,  law  and  journalism. 
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Through  1994,  the  majority  of  DataTimes’ 
customers  were  information  specialists  in  larger 
corporations/organizations. 

Geographic  Markets 

More  than  90%  of  DataTimes’  business  comes 
from  North  America.  The  majority  of  clients  are 
located  in  the  U.S. 

Acquisitions 

In  1994,  DataTimes  acquired  San  Francisco-based 
Avenue  Technologies,  a provider  of  customized 
business  and  investment  reports.  Avenue 
Technologies,  founded  in  1990,  produces 
DataTimes’  Executive  Reports  and  Industry 
Scorecards. 

Employees 

INPUT  estimates  that  DataTimes  has 
approximately  185  employees,  up  from  an 
estimated  140  employees  a year  ago. 

Key  Products  and  Services 

The  DataTimes  network  provides  electronic 
searching  and  retrieval  of  up-to-the-minute 
newswires,  newspapers,  magazines,  trade 
publications,  television  and  radio  transcripts, 
financial  databases,  company  profiles  and 
numerous  other  sources  from  the  U.S.  and  around 
the  world. 

Network  Offerings 

Information  sources  available  on  the  DataTimes 
network  includes: 

• U.S.  Newspapers — News  on-line  is  provided 
from  all  50  states  and  the  District  of  Columbia. 
Full-text  is  available  from  more  than  100  major 
metropolitan  markets  and  same-day  access  is 
provided  to  national  and  regional  business  news 
from  more  than  1 40  newspapers. 


• Other  National  News — Access  to  national 
circulation  magazines,  newspapers,  national 
public  radio  and  newswires. 

• International  News — News  is  available  from 
international  newspapers  and  magazines/journals 
covering  events  in  Africa,  the  Asia/Pacific. 
Australia,  Canada.  Europe,  Latin  America,  the 
Middle  East,  Russia  and  the  Commonwealth  of 
Independent  States.  Access  to  six  Reuters  global 
business  wires.  Associated  Press,  Agence 
France-Presse,  PRNewswire,  Business  Wire. 
U.S.  Newswire,  Tokyo  Financial  Wire  and 
Canada  NewsWire  js  also  provided. 

• U.S.  and  International  Trade 

Sources — DataTimes  provides  abstracts/full-text 
from  more  than  5,000  trade  magazines  and 
journals. 

• Broadcast  Transcripts — DataTimes  provides 
full-transcripts  on-line  from  more  than  140 
television  news  programs  on  CBS,  the  BBC, 
NBC,  CNN,  CNBC,  PBS  and  Syndicated  TV  and 
several  radio  programs. 

• Third-Party  Databases — DataTimes  provides 
access  to  various  third-party  databases,  including 
Disclosure  and  Investext  from  the  U.S.  and  FT 
Profile  for  international  markets. 

• Executive  Reports — Drawn  from  multiple 
sources  and  compiled  on  demand,  10-to-12  page 
reports  are  available  on  more  than  30,000 
publicly  traded  U.S.  and  international  companies, 
as  well  as  7,000  privately  held  U.S.  companies. 

- The  reports  present  a snapshot  of  a company’s 
operations  and  key  strategies,  including  a 
company  overview,  industry  group 
comparisons,  recent  news,  key  developments. 
Wall  Street  views,  key  executives,  president’s 
letters  and  SEC  filings. 
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- Executive  Reports  are  presentation-ready, 
complete  with  graphs  and  charts  and  can  be 
delivered  via  fax,  overnight  courier  or  regular 
mail. 

• Private  Company  Profiles  (provided  through 
Avenue  Technologies)  were  introduced  in  1995 
and  include  hard-to-find  executive  data, 
estimated  sales,  news  and  recent  developments 
on  more  than  12,000  privately-owned  companies 
and  corporate  subsidiaries.  The  reports  average 
3-to-10  pages  in  length  and  are  available  on-line 
and  by  fax  and  mail. 

• Industry  Scorecards — DataTimes  provides  at-a- 
glance  analysis  of  leading  competitors  in  1 78 
industry  groups,  including  industry  leaders 
(categorized  by  revenue,  profitability,  volume 
and  growth),  relative  market  share  (with  rank  for 
the  past  five  years,  plus  percentage  change  in 
market  share)  and  rankings  by  profitability 
(based  on  income,  profit  margin,  return  on  equity 
and  return  on  assets). 

EyeQ 

EyeQ  is  a Windows-based  GUI  that  supports  point- 
and-click  access,  providing  on-line  users  with 
Mentor  prompts  to  help  narrow  search  results  by 
suggesting  appropriate  terms  (company  names, 
topics)  specific  to  immediate  search  contexts. 

• EyeQ's  underlying  text-search  engine  was  built 
by  Personal  Library  Software.  The  relational 
database  technology  was  supplied  by  Oracle. 
The  product's  front-end  and  final  development 
were  provided  by  Insource  and  DataTimes. 

• The  system  architecture  uses  Sun 
Microsystems'  technology  (SPARCenter  2000 
and  SPARCserver  1000  series  services  and  the 
SPARCstorage  Array  disk  subsystem). 


The  Welcome  Screen  to  EyeQ  offers  the  choice  of 

clicking  on  one  of  six  icons: 

• Search  takes  the  user  on-line,  either  using  a 
natural  language  facility  with  results  ranked  b\ 
relevance  or  traditional  Boolean  searching. 

• Private  EyeSM  is  an  ongoing  electronic  clipping 
service  based  on  relevant  terms  specified  by  the 
users 

• Business  Analyst^  pulls  in  content  from  v arious 
sources  to  provide  various  financial  reports  along 
with  a series  of  tools  to  aid  in  analyzing  the  data. 

- Quick  Reports  available  through  the  Business 
Analyst  include  Stock  Performance  (from  IDD 
Tradeline),  Company  Profiles  (from  Standard 
& Poors),  Annual  Reports  (from  Disclosure), 
Quarterly  Reports  (from  Disclosure),  Credit 
Reports  (from  TRW)  and  Analysts'  Reports 
(from  Investext). 

- Business  Analyst  also  offers  six  analysis  tools 
for  in-depth  financial  data  on  virtually  any 
company  or  industry  (Comparison,  Portfolio 
Manager,  Company  Reports,  Business 
Directory+.  Industry  Reports  and  Market 
Master). 

- QuickQuotes  provides  quotes  on  common  and 
preferred  stocks,  corporate  bonds,  mutual 
funds,  U.S.  treasury  issues  and  options. 

- Tradeline,  supplied  through  IDD,  provides  up 
to  15  years  of  historical  data  on  stocks,  bonds, 
mutual  funds,  indexes,  foreign  exchange  rates 
and  other  international  issue  information. 

• Today 's  News  offers  searching  of  up-to-the- 
minute  leading  newswire  services  and  same-day 
access  to  national  and  regional  news. 

• Executive  ReportsSM  provides  access  to  more 
than  27,000  presentation-ready  reports  on 
companies  worldwide  on  demand. 
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• Customer  Service  allows  the  user  to  review  a 
billing  history  and  receive  or  send  E-mail  to  the 
DataTimes  Customer  Service. 

DataTimes  Online  is  the  non-Windows  counterpart 
to  EyeQ  for  searching  the  DataTimes  network. 

Pricing 

All  DataTimes  charges  are  either  pre-set  or  flagged 
through  on-screen  “price  tags”  before  fees  are 
incurred. 

Pricing  for  DataTimes  various  services  (as  of 
February  1995)  is  summarized  in 
Exhibit  A. 

Customer  Support  Services 

Customer  Service  Department  hours  are  from  7 
a.m.  to  9 p.m.  CST.  The  department  can  provide 
answers  to  simple  questions  or  page -a 
representative  on  call  who  can  respond  to 
emergencies. 

With  the  expected  use  of  EyeQ  in  the  future  via  the 
Internet.  24-hour  customer  support  is  anticipated  at 
some  point. 

Training  sessions  is  not  necessary  for  EyeQ 
because  of  the  simplicity  of  the  interface  and 
available  documentation,  which  includes  a 
reference  card  with  greater  detail  on  search  and  a 
users  manual. 

DataTimes  intends  to  maintain  quality 
communications  with  its  subscribers  through  on- 
line quick-response  E-mail,  marketing  materials, 
newsletters  and  a fax-based  current  awareness 
system  designed  to  keep  users  up-to-date  with  new 
additions  to  EyeQ. 


Clients 

DataTimes  has  more  than  15.000  business 
subscribers. 

Marketing  and  Sales 

DataTimes  markets  its  products  and  services 
primarily  through  a centralized  field  sales  office 
with  about  50  account  executives. 

DataTimes  has  conducted  an  aggressive  two-phase 
marketing  campaign  related  to  its  announcement  of 
revamped  services. 

• In  late  1994,  a direct  mail  program  informed 
DataTimes  customers  of  the  extensive  changes  at 
DataTimes  and  ads  were  place  in  various 
publications. 

• Since  January  1995,  the  company  expanded  its 
advertising  to  radio,  TV  and  in  print  to  attract  a 
broad  range  of  business  professionals. 

DataTimes  also  annually  participates  in  various 
library,  on-line  and  information  services  trade 
shows. 

Alliances 

DataTimes  has  alliances  with  numerous 
information  providers  whose  data  are  made 
available  on  DataTimes'  network. 

Competitors 

DataTimes'  primary  competitors  include  Lexis- 
Nexis  and  Dialog  Information  Services. 
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Exhibit  A 

DataTimes  Pricing 


i 


Pay-As-You-Go  Pricing 


Monthly  fee $39.00 

Searching Free 

Document  viewing,  printing 
and  downloading: 

Headline,  data  and  source Free 

Full-text  document $3.00 

Citation $0.50 

Key  words  in  context  or  lead 
paragraph $1.00 


Business  Analysis 

Quick  Reports 
Stock  Performance 
Company  Profiles... 

Annual  Reports 

Quarterly  Reports... 

Credit  Reports 

Analysts’  Reports... 

Analysis  Tools 
Document  charges  vary  by  source  and  report 
type.  Charges  for  each  report  are  seen  before 
user  orders. 

Quick  Quotes per  issue  $0.05 

Executive  Reports  and  Industry  Scorecard 
Prices  range  from  $24.95  to  $34.95 


Other  Features 


Private  Eye  (monthly 

folder  fee) $15.00 

Delivery  Fees 

Fax $1.00 

Regular  Mail $5.00 

Overnight  Mail $15.00 

Portfolio 

Maximum  update  fee $1.00 

Telecommunications 

U.S.  (per  minute) $0.20 

International  (per  minute) $0.80 

Gateway  Services  (a) 

Connect  fee  (per  minute) $0.55 


Flat  Fee  Pricing 

High-volume  corporate  users  are  entitled  to  monthly 
flat  fees  starting  at  $500  per  month,  which  covers 
nearly  all  retrieval. 


$1.25 

$2.00 

$25.00 

$5.00 

$7.50 

per  page  S6.-50 


Private  Company  Profiles 
Prices  range  from  $9  95  to  $34.95 

(a)  FT  Profile  Information  carries  additional  line  charges  of  $0.08  to  $0.20  per  line,  depending  on  files 
selected 
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INPUT  Assessment 

EyeQ  is  aimed  at  both  end  users  and  professional 
searchers.  The  user-friendly  point-and-click  and 
searching  features  of  EyeQ  may  be  sufficient  to 
attract  a large  number  of  new,  non-computer- 
literate/novice  users.  The  decision  to  subscribe  to 
DataTimes  services  is  also  made  easier  by 
DataTimes’  simplified,  lower-cost  pricing 
structure,  with  no  surprises. 

Challenges  for  DataTimes  include: 

• The  need  to  attract  a large  number  of  new  users 
in  order  to  gain  from  its  price  cuts. 

• Increasing  market  share  by  expanding  outside 
North  America,  offering  interfaces  to  Macintosh 
and  other  operating  environments,  and  greatly 
expanding  the  number  of  articles  available  to  its 
customers. 

• Competing  with  consumer  on-line  services  that 
target  business  users. 
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DataWorks  Corporation 

President  & CEO:  Stuart  Clifton 

EVP:  Mark  Howlett 

EVP/CFO:  Norm  Farquhar 

5910  Pacific  Center  Boulevard 
San  Diego,  CA  92121 
Phone:  (619)  546-9600 

(800)413-2797 
Fax:  (619)  546-9777 

JuSjJP'  (LFjp 

LIBUAtfiY 

Status:  Public 

Employees:  299  (3/96) 

Revenue:  $31,500,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• DataWorks  has  been  a leading  supplier  of 
software  solutions  for  discrete  and  repetitive 
manufacturers  for  more  than  19  years. 

• In  October  1994.  DataWorks  made  an  initial 
public  offering  of  2.5  million  shares  of 
common  stock,  the  proceeds  of  which  were  to 
be  used  to  repay  debt  and  be  applied  to 
working  capital. 


• 1995  was  a record  year  for  DataWorks.  with 
revenue  increasing  88%.  The  company 
added  nearly  100  new  employees  and  opened 
three  new  regional  sales  and  support  offices 
in  the  U.S..  as  well  as  two  in  the  U.K. 

Company  Description 

DataWorks.  founded  in  1977,  markets, 
implements  and  supports  open  systems, 
client/server-based  enterprise  resource 
planning  (ERP)  software  for  mid-sized  discrete 
manufacturing  companies. 

• The  company  currently  provides  two 
products — DataFlo,  an  advanced  ERP 
system  using  relational  technology  and  easy- 
to-use  Windows-based  graphical  interfaces, 
and  MAN-FACT  II,  one  of  the  first 
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custom/job  shop  manufacturing  software 
solutions  to  run  on  the  Windows  NT 
operating  system. 

• DataWorks  currently  has  more  than  650 
customers  worldwide. 

Organization  and  Structure 

DataWorks  is  headquartered  in  San  Diego 
(CA)  and  has  14  domestic  regional  offices, 
located  in  Garden  Grove  and  Santa  Clara 
(CA),  Itaska  (IL),  Braintree  (MA)  and  Atlanta 
(GA).  The  company  plans  to  expand  its 
domestic  sales  and  service  operations  to 
approximately  20  locations  by  the  end  of  1996. 

Internationally,  the  company  has  one  wholly 
owned  subsidiary  in  the  U.K.  to  serve  its 
European  operations,  with  offices  in 
Birmingham  and  Surrey  (England). 
DataWorks  currently  has  independent 
distributors  in  Redmond  (WA)  and  Australia. 

Company  Strategy 

DataWorks’  strategy  is  to  meet  the 
information  technology  needs  of  midrange 
manufacturers  for  an  easy-to-use,  complete 
turnkey  enterprise  resource  planning  (ERP) 
software  system.  The  company’s  ERP 
solutions  empower  users,  allowing 
manufacturers  to  increase  productivity  and 
bring  products  to  market  more  quickly  with 
improved  quality. 

Specific  elements  of  the  company’s  strategy 
include: 

• Providing  ERP  systems  that  are  truly 
workflow  oriented,  providing  users  with 
increased  flexibility  and  ease  of  use 

• Blending  future-oriented  information 
technologies  with  the  Windows  graphical 
interface 


• Providing  customers  with  ongoing  systems 
optimization  programs 

• Forming  close  alliances  with  hardware, 
software  and  financial  companies  to  expand 
DataWorks’  offerings 

• Offering  products  that  meet  the  specific 
needs  of  the  midrange  manufacturer, 
including  a complete  turnkey  solution  and 
rapid  deployment 

The  company’s  public  stock  offering  in  late 
1995  brought  significant  resources  that  will 
allow  DataWorks  to  increase  its  investments 
in  research  and  development,  including 
serious  accelerated  investments  in 
client/server  technology. 

DataWorks’  software  products  offer  the 
following  capabilities: 

• User-oriented  technologies 

- 3-D  relational  database  reduces  complexity 
and  errors 

- Application-oriented  tool  environments 

- Proactive  revision  controls  ease  upgrading 

- SmartLinks  integrates  familiar  desktop 
applications 

• Customizable  graphic  user  interfaces 

• Client/server  architecture 

• Open  system  flexibility 

• Multiplant,  multinational  support 

DataWorks  has  more  than  ten  years’ 
experience  with  relational  technology. 
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Financials 

DataWorks’  1995  revenue  was  $31.5  million, 
an  88%  increase  over  1994  revenue  of  $16.8 
million.  Net  income  grew  to  $0.6  million,  an 
increase  of  166%  over  a net  loss  of  $0.9  million 
in  1994.  A five-year  financial  summary  is 
shown  below. 

• Growth  was  attributed  to  a significant 
increase  in  new  accounts  as  well  as  existing 


customer  sales.  Approximately  61%  of  non 
service  revenue  came  from  new  clients  and 
about  39%  came  from  existing  cbents. 

• During  1995,  research  and  development 
expenses  were  $2.5  million  (8%  of  total 
revenue),  compared  to  $2.0  million  (15%  of 
revenue)  in  1994  and  $0.9  million  (8%  of 
revenue)  in  1993. 


DataWorks  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$31.5 

$16.8 

$10.9 

6.0 

$5.7 

• Percent  change  from 

previous  year 

88% 

54% 

82% 

5% 

(33%) 

Income  (loss)  before  taxes  and 
extraordinary  item 

$2.6 

$(1.1) 

(a) 

$0.6 

$(2.3) 

$(0.6) 

• Percent  change  from 

previous  year 

336% 

(280%) 

126% 

(283%) 

(119%) 

Net  income  (loss) 

• Percent  change  from 

$0.6 

$(0.9) 

$0.6 

$(2.3) 

$(0.6) 

previous  year 

166% 

(250%) 

126% 

(283%) 

(119%) 

Earnings  (loss)  per  share 
• Percent  change  from 

$0.14 

$(0.32) 

$0.22 

$(0.86) 

$(0.24) 

previous  year 

144% 

(245%) 

126% 

(258%) 

(118%) 

(a)  Includes  extraordinary  charges  of  $157,229  related  to  the  payment  of  a senior  term  note. 


Revenue  Analysis  by  Product/ Service  A three-year  source  of  revenue  summary  is 

Approximately  51%  of  DataWorks’  1995  shown  on  the  following  page, 

revenue  was  derived  from  software  licenses, 

20%  from  hardware,  and  29%  from 
maintenance  and  other  services. 
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DataWorks  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$16.0 

51% 

$8.1 

49% 

$4.6 

42% 

Hardware 

6.5 

20% 

3.5 

21% 

3.7 

34% 

Maintenance  and  other  services 

9.0 

29% 

5.2 

30% 

2.6 

24% 

Total 

$31.5 

100% 

$16.8 

100% 

$10.9 

100% 

Market  Financials 

One  hundred  percent  of  DataWorks'  revenue 
is  derived  from  discrete  and  repetitive 
manufacturers. 

DataWorks’  target  industries  include: 

• Electronic  industrial  products 

• Consumer  electronics 

• Instrumentation  and  controls 

• Medical/dental  instrumentation 

• Aerospace  components 

• Computer/office  equipment 

DataWorks'  customers  range  in  revenue 
from  $20  million  to  $500  million,  have  SIC 
codes  3500-3900  and  are  generally  midsized 
companies. 

Geographic  Markets 

Approximately  96%  of  DataWorks’  1995 
revenue  was  derived  from  the  U.S..  1%  from 
Canada,  2%  from  Europe,  and  1%  from  the 
Asia/Pacific  region. 


Employees 

As  of  September  30,  1995,  DataWorks  had 
approximately  208  full-time  employees 
segmented  as  follows: 


Marketing  and  sales 56 

Product  development 42 

Support  services 94 

Finance  and  administration 16 


208 

The  company  also  has  26  part-time 
employees,  primarily  in  telemarketing. 

DataWorks  currently  has  299  employees. 

Key  Products  and  Services 

DataFlo  is  an  advanced,  fully  integrated 
ERP  software  solution  for  discrete  and 
repetitive  manufacturers.  The  system 
combines  functionality  with  relational 
technology  and  a Windows-based  graphical 
interface. 

• Operating  systems  supported  include  AIX, 
Alpha  OSF/1,  DG/UX,  DOS.  HP/UX, 
Novell.  SCO,  Sun  OS,  ULTRIX,  UNIX  and 
VMS. 

• Hardware  platforms  supported  include  HP 
9000,  DEC  Alpha  OSF/1.  IBM  RS/6000, 
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IBM  PCs,  Data  General  AViiON,  NCR 
(AT&T  GIS)  3000  and  Sun  systems. 

• DataFlo  uses  the  PREVIEW  4GL  and 
UniData  relational  database. 

• DataFlo  has  more  than  32  ERP  modules 
for  discrete  and  repetitive  manufacturers, 
as  shown  below  in  Exhibit  A. 

MAN-FACT  II  is  a full-featured,  integrated 
manufacturing  software  system  specialized 
for  custom/job-shop  and  make-to-order 
manufacturers. 


• MAN-FACT  IPs  range  of  applications  is 
summarized  in  Exhibit  B.  on  the  following 
page. 

• Operating  systems  supported  include 
Alpha  OSF/1,  AIX,  DG/UX,  DOS,  HP/UX. 
Novell,  SCO,  Sun  OS,  ULTRIX,  UNIX  and 
Windows  NT. 

• Hardware  platforms  supported  include  HP 
9000,  DEC  Alpha  OSF/1,  IBM  RS/6000, 
IBM  PCs,  Data  General  AViiON  and  Sun 
OS  systems. 

MAN-FACT  II  uses  the  ELF  4GL  and  the 

uniVerse  relational  database. 


Exhibit  A 

DataFlo  Applications 


Accounts  Receivable 

Sale  Order  Configurations 

Capacity  Requirements  Planning 

Customer  Service  System 

Currency  Conversion 

Development  Module 

Engineering  Change  Control 

Electronic  Data  Interchange 

Executive  Information  System 

Estimating 

Fixed  Assets 

Field  Service 

Implementation 

Accounts  Payable 

Media  Convert 

Cost  Accounting 

Cycle  Count 

General  Ledger 

Lot  Control 


Inventory  Management 

Production  Activity 

Multi-Plant  Control 

Purchase  Order 

Master  Production  Schedule 

Material  Requirements  Planning 

Sales  Order 

Work  Order 

Product  Data  Control 

Personnel 

Payroll 

Product  Tape  Configurator 
Quality  Control  Process 
Repetitive 

Return  Material  Authorization 
Sales  Order  Quotations 
System  Transaction  Manager 
Value  Added  Tax 
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Exhibit  B 

MAN-FACT  II  Applications 


Manufacturing/Distribution 

Bills  of  Materials  and  Routing 
Business  Resources  Requirements 
Planning 

Capacity  Requirements  Planning 
Configuration  Management 
Distribution  and  Replenishment 
Field  Service 
Inventory  Control 
Management  Reporting 
Marketing 

Master  Production  Scheduling 
Material  Requirements  Planning 
Physical  Inventory  and  Cycle  Counting 
Product  Configurator 


Purchasing  and  Receiving 

Quality  Assurance 

Sales  Order  Entry  and  Shipping 

Work  in  Process  and  Shop  Floor  Control 

Finance/ Accounting 

Accounts  Payable 
Accounts  Receivable 
Cost  Accounting 
Fixed  Assets 
General  Ledger 
Payroll/Personnel 
Projects  and  Contracts 


Support  sendees  provided  by  DataWorks 

include  the  following: 

• Professional  Services — DataWorks 
consultants  provide  assistance  in  all 
phases  of  implementation. 

• Education  Services — DataWorks  offers  a 
range  of  educational  classes  to  meet  the 
needs  of  management,  supervisors,  project 
teams  and  department  managers. 

Training  is  held  at  customer  sites  or  at 
DataWorks'  regional  and  corporate 
headquarters. 

• System  Consulting — DataWorks'  systems 
engineers  supervise  installation  at 
customer  sites.  Hardware  reviews  precede 
software  shipments. 

• Customer  Support — An  800  telephone 
hotline  is  staffed  by  support  professionals 
that  handle  calls  on  DataFlo,  MAN-FACT 
II,  tools  and  databases. 


User  Group — DUAL,  the  DataWorks  user 
group,  meets  semi-annually.  Regional  user 
group  meetings  are  held  regularly 
throughout  the  year. 

Clients 

DataWorks  has  more  than  650  customers, 
including  Rockwell  International,  Kodak. 
AT&T/AT&T  CIS,  Amgen,  EG&G,  Loral, 
Sanyo,  Aldus  Corporation  and  Sebastian. 

Marketing  and  Sales 

DataWorks  markets  its  products  through  a 
direct  sales  force  of  approximately  30 
employees,  as  well  as  through  distributors. 

DataWorks  distributors  include: 

• Nova  Information  Systems  (Redmond,  WA) 

• Computer  Office  Management  Systems 
(Sydney  office) 
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Alliances 

DataWorks  has  alliances/marketing 
agreements  with  various  vendors,  including 
Hewlett-Packard,  Digital  Equipment 
Corporation,  Data  General,  IBM,  UniData 
and  VM. 

Competitors 

DataWorks'  primary  competition  comes  from 
independent  software  vendors  in  four 
groups,  including: 

• Large  multinational  system  developers  in 
the  upper  end  of  the  company’s  midrange 
market,  including  Baan,  Oracle  and  QAD 

• Companies  offering  high  levels  of 
functionality  on  the  AS/400  platform,  such 
as  System  Software  Associates,  Inc.  and 
J.D.  Edwards  & Company 


• Traditional  midrange  market  sector  firms 
such  as  ROI  Systems  and  Symix  Systems, 
Inc. 

• Lower  priced  PC  network-based  offerings 
from  companies  such  as  Fourth  Shift 
Corporation  and  Macola  Software,  Inc. 

Assessment 

DataWorks’  strengths  include  its  significant 
experience  with  relational  technology;  a 
progressive,  easy-to-use  product  line;  the 
ability  to  provide  fast  implementations:  and 
its  responsive  management. 

Challenges  over  the  coming  year  include 
effectively  managing  the  company’s  rapid 
growth  and  having  sufficient  numbers  of 
support  personnel  in  place  to  meet  that 
growth.  DataWorks  will  add  approximately 
100  new  employees  in  1996,  40%  of  whom 
will  be  in  support  positions. 
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DecisionOne  Corporation 


Chairman 

& CEO:  Kenneth  W.  Draeger 

President:  Stephen  J.  Felice 

50  East  Swedesford  Road 
P.O.  Box  3004 
Frazer,  PA  19355-0704 
Phone:  (610)  296-6000 


Status:  Public  (Pending) 

Employees:  5,900  (12/95) 

Revenue:  $679,284,000* 

Fiscal  Year  End:  6/30/95 

*Pro  forma 


Key  Points 

• DecisionOne  was  created  in  October  1995 
when  Decision  Servcom,  Inc.  (DSI)  acquired 
Bell  Atlantic  Business  Systems  Services 
(BSS),  a subsidiary  of  the  Bell  Atlantic 
Corporation. 

• DecisionOne  is  a leading  independent 
provider  of  services  and  support  for 
computer  hardware,  software,  networks, 
and  users  worldwide. 


• The  name  DecisionOne  represents  the 
company  vision  and  position  as  the  market 
leader  for  independent  service.  DecisionOne 
marks  the  organization’s  continued  growth 
and  commitment  to  staying  focused  on 
providing  customers  with  the  industry’s  best 
service  and  support. 

• The  DecisionOne  mission  is  single  focused: 
to  be  the  broadest  and  best  total  service 
provider  available. 

• In  March  1996,  DecisionOne  made  an  initial 
public  offering  of  7.5  million  shares  of  its 
common  stock. 
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Company  Description 

DecisionOne,  formed  in  October  1995, 
combines  the  midrange  equipment  focus  of 
DSI  and  the  mainframe,  distributed  system, 
and  workgroup  environment  focus  of  BSS. 

The  company  provides  support  for  all 
computing  environments,  from  the  data  center 
to  the  desktop. 

• The  company  supports  more  than  15,000 
hardware  products  manufactured  by  more 
than  1,000  OEMs.  Through  its  three 
customer  support  centers,  DecisionOne 
provides  support  for  most  major  operating 
systems  and  more  than  150  shrink-wrapped 
software  applications. 

• DecisionOne  services  more  than  40,000 
customers  at  over  130,000  sites  across  the 
U.S.  and  Canada. 

DecisionOne  has  filed  a registration 
statement  with  the  U.S.  Securities  and 
Exchange  Commission  for  the  sale  of  7.5 
million  shares  of  its  common  stock,  of  which 
6.3  million  shares  are  being  sold  by 
DecisionOne  and  1.2  million  shares  by  certain 
stockholders.  Estimated  net  proceeds  of 
$102.5  million  will  be  used  to  repay  bank 
debt,  pay  accrued  dividends  to  holders  of 
Redeemable  Preferred  Stock,  and  for  other 
general  corporate  purposes. 

DecisionOne  previously  operated  as  a 
privately  held  company.  Majority 
shareholders  included  the  firms  of  J.H. 
Whitney  & Co.  and  Welsh,  Carson,  Anderson 
and  Stowe. 

Organization  and  Structure 

The  majority  of  the  service  operations  of  DSI 
and  BSS  were  joined  together  as  of  December 
4,  1995.  The  field  organization  has  been 
realigned  into  new  geographic  regions  to 
better  serve  customers  of  both  companies. 


DecisionOne  believes  that  its  service 
infrastructure  provides  it  with  a significant 
competitive  advantage.  Components  of  the 
infrastructure  include  centralized  dispatch 
(service  call  management  and  Customer 
Support  Centers),  inventory  logistics  (a  tiered 
structure  of  parts  inventory,  based  on  usage), 
and  service  technology  (proprietary  technology 
for  service  planning,  support,  and  delivery). 

DecisionOne  has  approximately  3,900 
technical  personnel  located  in  more  than  150 
service  locations  in  North  America.  The 
company  operates  repair  depots  located  in 
Malvern  (PA),  Boston  (MA),  Milwaukee  (WI), 
and  San  Francisco  (CA). 

Company  Strategy 

BSS’  acquisition  by  DSI  was  intended  to 
expand  the  capabilities  of  the  two  leading 
independent  computer  service  firms. 

The  number-one  priority  of  the  new  company 
is  to  provide  high-quality  service  to  customers. 
A comprehensive  approach  to  technology  will 
address  the  hardware,  software,  network,  and 
people  support  requirements  of  information 
processing  professionals,  allowing  them  to 
gain  maximum  productivity  from  a single- 
source supplier.  The  key  elements  of 
DecisionOne’s  business  strategy  are: 

Emphasize  Position  as  Independent  Provider 
DecisionOne  believes  that  its  independence 
provides  it  with  a competitive  advantage  in  a 
multivendor  environment,  particularly 
relative  to  OEMs,  which  organizations  may 
perceive  as  favoring  the  OEM’s  own  products. 

Expand  Hardware  Maintenance  and 
Technology  Support  Capabilities 

DecisionOne  intends  to  continue  expanding 
the  breadth  of  hardware  products  that  it 
services.  The  company  believes  that  it  can 
distinguish  itself  by  building  on  its  proven 
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ability  to  provide  a single-source  solution  to  a 
wide  array  of  customers’  multivendor  support 
needs  in  complex  information  technology 
environments. 

Leverage  Existing  Infrastructure 

DecisionOne  realizes  substantial  economies  of 
scale  when  it:  adds  new  customers  in 
geographic  areas  it  currently  services;  adds 
new  customers  with  similar  equipment 
requirements  to  those  currently  serviced;  or 
cross-sells  additional  services  to  existing 
customers. 

Expand  Marketing  Channels 

DecisionOne  intends  to  expand  its  marketing 
efforts  to  organizations  directly  through  its 
own  sales  force  and  additional  direct 
marketing  efforts  such  as  telemarketing  and 
direct  response  marketing,  and  indirectly 
through  alliances  with  OEMs  and  other 
computer  services  providers  (systems 
integrators,  facilities  management 
outsourcers,  and  disaster  recovery  specialists). 

Financials 

DecisionOne’s  fiscal  1995  revenue  reached 
$163.0  million,  a 50%  increase  over  fiscal  1994 
revenue  of  $108.4  million.  Net  income  was 
$42.5  million,  up  321%  over  $10.1  million  for 
fiscal  1994. 

In  the  five-year  summary  on  the  following 
page,  financials  reflect  the  results  of  IDEA 
Servcom  from  the  date  of  its  acquisition  in 


September  1994.  The  results  of  BSS  are  not 
included  since  the  acquisition  did  not  occur 
until  October  1995. 

Pro  forma  revenue  for  fiscal  1995  (including 
the  results  of  BSS  and  IDEA  Servcom  as  of 
July  1,  1994)  was  approximately  $679.3 
million.  Operating  income  was  $55.6  million 
and  net  income  from  continuing  operations 
was  $20.2  million. 

• BSS  has  been  growing  at  the  rate  of 
approximately  15%  per  year  for  the  last 
three  years. 

• The  growth  of  DSI  over  the  last  three  years 
has  been  sporadic,  with  1%  growth  from 
1992  to  1993,  then  a 5%  decline  from  1993 
to  1994.  Other  factors  affecting  this  change 
in  revenues  include  DSI’s  acquisition  of  25 
local  and  regional  service  providers  over  the 
last  three  years. 

Source  of  Revenue 

DecisionOne’s  primary  source  of  revenue  is 
from  contracted  services  for  multivendor 
computer  maintenance  and  technology 
support  services,  including  hardware  support, 
user  and  software  support,  network  support, 
and  other  support  services.  Approximately 
70%  of  DecisionOne’s  revenue  during  the  last 
calendar  year  was  derived  from  maintenance 
contracts  for  post-warranty  services  covering 
a range  of  computer  hardware. 


DecisionOne  Corporation 
April  1996 


©INPUT  1996  Reproduction  prohibited. 


Page  3 of  8 


INPUT  Vendor  Profile 


DecisionOne  Corporation 
Five-Year  Financial  Summary  (a) 
($  Millions,  except  per  share  data  ) 


Fiscal  Year  End 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$163.0 

$108.4 

$114.0 

$112.8 

$113.5 

• Percent  change  from 
previous  year 

50% 

(5%) 

1% 

(1%) 

N/A 

Income  (loss)  before  taxes 

$18.3 

$11.1 

$(4.9) 

$1.6 

$(18.8) 

• Percent  change  from 
previous  year 

65% 

327% 

(406%) 

109% 

N/A 

Net  income  (loss)  (b) 

$42.5 

$10.1 

$(10.6) 

$2.5 

$(17.4) 

• Percent  change  from 
previous  year 

321% 

195% 

(524%) 

(c) 

114% 

N/A 

Earnings  (loss)  per  share 

$1.84 

$0.45 

$(0.50) 

$0.19 

$(1.38) 

• Percent  change  from 
previous  year 

309% 

190% 

(363%) 

114% 

N/A 

(a)  The  financial  data  presented  includes  the  results  of  operations  and  balance  sheet  data  of  the  Company  and 


reflects  the  following  acquisitions:  Servcom  from  September  1,  1994  and  BSS  from  October  20,  1995. 

(b)  Includes  a gain  (loss)  from  discontinued  operations  of  approximately  $1.1  million.  $(5.4)  million,  $(6.3) 
million , and  $1.6  million  for  fiscal  1995,  1993,  1992,  and  1991,  respectively. 

(c)  Includes  a $7.4  million  gain  on  debt  restructuring. 


Interim  Results 

For  the  six  months  ending  December  31,  1995, 
DecisionOne’s  revenue  reached  $196.5  million, 
a 166%  increase  over  $73.8  million  for  the 
same  period  in  1994.  The  acquisition  of  BSS 
accounted  for  $97  million  of  the  revenue 
increase. 

Pro  forma  results  for  the  six  months  ending 
December  31,  1995  were  $354.0  million.  This 
assumes  combined  revenues  from  BSS  and 
DSI  for  the  full  period  from  July  1,  1995  to 
December  31,  1995. 

Market  Financials 

DecisionOne  sells  its  services  to  five  types  of 
customers: 

• Large  businesses  that  have  complex 
computing  support  needs  and  typically 


maintain  a data  center,  distributed 
computing,  and  work  group  environments 

• Medium-sized  businesses  that  rely  primarily 
on  distributed  systems  for  their  computing 
needs 

• Small  businesses  that  principally  use  LANs 
and  WANs  for  computing 

• Individuals  who  use  standalone  computing 
systems 

• OEMs  and  software  developers  that  contract 
with  DecisionOne  for  warranty  services  or 
help  desk  support. 
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Geographic  Markets 

DecisionOne  provides  service  worldwide. 

• In  order  to  provide  international  service  to 
its  multinational  customers,  DecisionOne 
supplements  its  North  American 
infrastructure  with  strategic  alliances  in 
selected  international  markets. 

• DecisionOne  maintains  relationships  with 
International  Computers  Limited  (ICL)  and 
FBA  Computer  Technology  Services  (FBA) 
to  provide  services  in  Western  Europe,  Asia, 
and  Australia. 

Acquisitions 

In  October  1995,  DSI  acquired  Bell  Atlantic 
Business  Systems  Services  (BSS)  from  Bell 
Atlantic  Corporation  for  approximately  $250 
million. 

• By  mid- 1995,  BSS  had  grown  to  be  among 
the  largest  independent  providers  of 
multivendor  computer  maintenance  and 
technology  support  services  in  the  U.S. 

• BSS  had  revenue  of  $457.7  million  and  net 
income  of  nearly  $8  million  for  the  year 
ending  December  31,  1994. 

• The  operations  of  BSS  and  DSI  have  been 
merged  to  form  DecisionOne. 

• In  December  1995,  DecisionOne  recorded  a 
restructuring  expense  of  $7  million, 
including  $6.9  million  relating  to  leases  of 
duplicate  facilities  and  $0. 1 million  related 
to  severance  of  employees. 

In  September  1995,  DSI  acquired  the 
multivendor  service  business  of  Storage 
Technology. 

In  April  1995,  DSI  purchased  substantially  all 
of  the  assets  of  Inte logic  Trace,  Inc.,  a major 


independent  service  organization  based  in  San 
Antonio  (TX). 

In  November  1994,  DSI  purchased  certain 
assets  of  tape-drive  manufacturer 
Acknowledge,  Inc.  of  Natick  (MA). 

In  August  1994,  DSI  acquired  the  assets  of 
IDEA  Servcom,  Inc.  for  $29.5  million. 

Servcom  was  a leading  independent  supplier 
of  maintenance  for  computer  systems,  PCs, 
networks  and  peripherals  from  IBM,  Wang, 
Qantel,  and  Decision  Data/IIS  at  more  than 
70,000  customer  sites  throughout  the  U.S.  and 
Canada. 

In  July  1994,  DSI  acquired  the  computer 
maintenance  assets,  inventory  and  customer 
maintenance  agreements  of  Tri-Office 
Automation,  Inc.  of  Cincinnati  (OH). 

Prior  to  June  1994,  DSI,  under  the  former 
name  of  Decision  Data  Services,  Inc.,  acquired 
19  local  and  regional  service  companies  as 
part  of  its  strategic  growth  plan.  The 
acquisitions  included:  Aerotech,  Baystate, 
Computer  Service  Group,  Continuity  Services, 
C-Tech  Systems,  D.P.  Enterprises,  Econocom 
Services,  First  Resource  Inc.,  J.  Marlowe 
Computer  Service,  DOK/LDI,  Officenet, 
Professional  Data  Service,  Inc.,  Pride,  Quality 
Computer,  Rodax,  Service  Assurance  Corp., 
Simplified  Service,  TMC,  and  Wiscomp. 

In  1990,  Bell  Atlantic’s  Sorbus,  Inc.  subsidiary 
acquired  Control  Data’s  third-party 
maintenance  unit  and  renamed  the  unit  Bell 
Atlantic  Business  Systems  Services. 

Employees 

As  of  December  31,  1995,  DecisionOne  had 
approximately  5,900  full-time  and  130  part- 
time  employees. 
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Key  Products  and  Services 

DecisionOne  prices  its  products  and  services 
on  either  a fixed-fee  or  per-incident  basis. 
Contracts  are  customized  based  on  the  nature 
of  the  customer’s  requirement,  the  term  of  the 
contract,  and  the  combination  of  services 
provided. 

Hardware  Support 

Support  services  consist  of  remedial  and 
preventive  maintenance  for  computer  and 
peripheral  devices,  as  well  as  a variety  of 
support  capabilities  required  to  prepare  a 
system  for  operation  and  improve  its 
efficiency.  Support  capabilities  include 
system  installation,  de-installation,  moves, 
upgrades,  reconfiguration,  system 
configuration  audits,  inventory  tracking 
services,  and  data  restoration  assistance. 

The  company  supports  more  than  15,000 
hardware  products  manufactured  by  more 
than  1,000  OEMs,  and  more  than  150  shrink- 
wrapped  software  applications. 

• DecisionOne  acts  as  a warranty  or 
maintenance  provider  for  equipment 
manufactured  by  Compaq,  Digital,  IBM,  and 
Sun,  among  others. 

• DecisionOne  also  repairs  and  refurbishes 
computer  parts  and  assemblies  at  seven 
depot  repair  centers  in  the  U.S.  certified  to 
ISO-9002  standards.  FIS  is  the  company’s 
real-time  system  that  tracks  inventory  and 
repairable  spare  parts  assigned  to  its  field 
work  force. 

User  and  Software  Support 

• DecisionOne  provides  customer  help  desk 
support,  handling  over  350,000  calls  per 
month.  Various  levels  of  support  are 
structured  to  meet  customers’  requirements. 

• The  company  provides  a central  “800” 


number  that  is  available  seven  days  a week, 
24  hours  a day.  DecisionOne  maintains 
three  Customer  Support  Centers  in  Malvern 
(PA),  Bloomington  (MN),  and  Austin  (TX) — 
staffed  with  over  300  customer  support 
representatives. 

• DecisionOne  provides  operating  system 
support  for  Windows  95,  Windows,  MS- 
DOS,  OS/2,  Sun  Microsystems’  Solaris,  and 
other  manufacturers’  UNIX-based  systems, 
and  network  operating  systems  such  as 
Novell  Netware  and  Windows  NT. 

• The  company  also  provides  support  for  over 
150  off-the-shelf  software  applications  for 
spreadsheets,  word  processing,  database 
and  graphics  programs,  desktop  publishing, 
communications  software,  and  system 
utilities. 

Network  Support 

DecisionOne  provides  support  services  for 
local-  and  wide-area  networks  designed  to 
improve  the  availability  and  productivity  of 
customers’  computing  resources.  Other 
services  include  on-site  and  remote  network 
administration,  and  help  from  network 
specialists  and  network  engineers. 

Management  Information 
As  a result  of  providing  support  services, 
DecisionOne  accumulates  information  on 
hardware,  networks,  and  user  performance 
that  allows  it  to  make  service  improvement 
recommendations  to  customers,  facilitating 
informed  decisions  regarding  hardware, 
software,  system  configurations,  and  required 
training  for  employees. 

Services  Management 

DecisionOne  provides  ongoing  management 
services  for  companies  that  wish  to  outsource 
all  or  a portion  of  their  services  management , 
including  third-party  vendor  management, 
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fixed  asset  management  and  tracking,  on-site 
personnel  support,  and  program  evaluation. 

Planning  Support 

DecisionOne  provides  assistance  in  defining 
enterprise  service  requirements,  establishing 
service  delivery  benchmarks,  recommending 
process  improvements  and  auditing  the 
results  of  implemented  programs.  It  has 
recently  begun  entering  into  shared 
risk/shared  reward  agreements  with  certain 
customers.  In  these  cases,  the  compensation 
is  tied  to  the  attainment  of  customer  service 
cost  reductions  or  systems  availability  goals. 

Ancillary  Support  Services 

In  order  to  provide  single-source, 
comprehensive  solutions,  DecisionOne  has 
entered  into  strategic  alliances  with 
significant  vendors  to  provide  ancillary 
services  such  as  disaster  recovery,  computer 
leasing,  acquisition/disposition, 

and  financing  services. 

Services  Technology 

DecisionOne’s  proprietary  service  technologies 
include  the  following: 

• International  Support  Information  Systems 
(ISIS)  is  a database  accessible  to 
DecisionOne’s  customer  service  engineers 
that  includes  diagnostic  and  symptom  fix 
data  for  thousands  of  products,  remote 
support  capabilities  for  large  IBM  systems, 
and  service  planning  information. 

• SERVICE  EDGE  is  a PC-based  system 
installed  at  the  customer’s  site  that 
monitors  error  messages  and  collects  and 
reports  service  data  to  help  customers 
predict  potential  system  failures  and 
provide  system  performance  information. 


• MAXwatch  is  an  on-site  program  for  Digital 
products.  A similar  product,  MAX400,  is 
available  for  IBM  AS/400  systems. 

Clients 

DecisionOne  services  more  than  40,000 
customers  at  more  than  130,000  sites  across 
North  America. 

A representative  list  of  DecisionOne’s  larger 
customers  includes:  American  Airlines,  Aetna 
Life  Insurance  Company,  Avon  Products,  Bell 
Atlantic  Network  Services,  Bell 
Communications  Research,  Cessna  Aircraft 
Company,  Chevron  Information  Technology 
Company,  Compaq  Computer,  County  of 
Sacramento,  E.I.  du  Pont  de  Nemours  & 
Company,  EDS,  EMC2,  Emerson  Electric 
Company,  Exxon  Corporation,  FIserv,  General 
Electric  Company,  Genix,  Grand  Metropolitan 
Incorporated,  Kaiser  Health  Plan  Foundation, 
Lockheed  Information  Technology  Company, 
NationsBanc  Services,  Newport  News 
Shipbuilding  and  Dry  Dock  Co.,  Nissan  Motor 
Corporation,  Northrop  Grumman  Coi’poration, 
Philip  Morris,  PNC  Bank  Corporation,  Pratt 
& Whitney,  Sequent  Computer  Systems,  State 
of  Wisconsin,  Sun  Microsystems,  SunGard 
Recovery  Services,  The  International  Bank  for 
Reconstruction  and  Development,  and  the 
U.S.  Department  of  the  Army. 

Marketing  and  Sales 

DecisionOne  markets  its  services  through 
direct  and  indirect  channels. 

• The  direct  sales  force  consists  of 
approximately  220  sales  professionals  who 
are  organized  into  a general  commercial 
sales  group  as  well  as  into  several  dedicated 
groups,  including  a Federal  Group  (which 
sells  to  the  federal  government),  a National 
Accounts  Group  (which  focuses  on  large  and 
multinational  corporate  customers),  and  a 
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Telesales  Group  (which  focuses  on  small 
accounts). 

• DecisionOne  also  sells  its  services  through 
its  indirect  sales  force,  comprised  of 
approximately  40  sales  professionals. 
Product  support  relationships  exist  with 
OEMs  such  as  Sequent  Computer 
Corporation,  EMC2,  Sun,  and  Compaq,  and 
software  developers  such  as  Netscape, 

Novell,  Microsoft,  and  SunSoft. 

Alliances 

DecisionOne  has  many  strategic  alliances  to 
provide  seamless  services  in  the  U.S.  and 
internationally.  Some  key  relationships 
include  General  Electric  Computer  Leasing 
Corp.,  SunGard  Recovery  Services,  Inc., 
MicroAge,  Inc.,  International  Computers 
Limited  (ICL),  and  FBA  Computer  Technology 
Services. 

Competition 

DecisionOne  considers  its  principal 
competitors  to  include  IBM  and  its  affiliate 
Technology  Service  Solutions,  Digital 


Equipment  Corporation,  and  the  multivendor 
service  divisions  of  certain  other  OEMs. 

Other  competitors  include  Vanstar 
Corporation,  Entex  Corporation  and  Steam 
International,  and  various  service  providers. 

INPUT  Assessment 

DecisionOne’s  strengths  include: 

• No  system  bias 

• Depth  and  breadth  of  services 

• Experience  in  diverse  information 
technology  environments 

Challenges  include: 

• Gaining  name  recognition 

• Successfully  completing  the  integration  with 
BSS 

• Managing  the  company’s  rapid  growth 
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3501  Algonquin  Road 
Suite  500 

Rolling  Meadows,  IL  60008-4672 
Phone:  (708)506-3100 

Fax:  (708) 590-8280 

Internet: 

http://www.delphinfo.com/~delphi/ 
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library 

Status:  Public 

Employees:  419(4/95) 

Revenue:  $53,040,000 

Fiscal  Year  End:  3/31/95 

Key  Points 

• Delphi’s  customer  base  includes  90%  of  the 
top  100  insurance  brokers  in  the  U.S. 

were  a difficult  period  in  the  market  for 
independent  agencies.  A down  cycle  in  the 
property  and  casualty  insurance  industry 
has  continued,  as  evidenced  by  minimal  or 
no  increases  in  insurance  premiums,  and 
eroding  profits  and  equity  of  insurance 
agency  and  brokerage  customers  who  receive 
commissions  on  insurance  premiums. 

• The  company  strategy  is  to  acquire 
companies  that  have  the  products  needed  for 
the  market  and  use  acquired  products  as  a 
base  to  enhance  offerings. 

• While  Delphi  has  increased  its  market  share 
through  acquisitions,  fiscal  1995  and  1994 

Company  Description 

Delphi,  founded  in  1971.  provides  automation 
systems  and  services  for  independent  property 
and  casualty  insurance  agencies  and 
brokerages  (independent  agencies)  in  North 
America. 
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• The  company  develops,  markets  and 
supports  applications  software  for  sales 
management,  policy  and  claims 
administration,  accounting,  financial 
reporting,  rating  and  electronic  interfaces  to 
insurance  carriers. 

• Delphi  also  markets  and  supports  the 
hardware  necessary  to  operate  its  software. 
The  company  is  an  IBM  Industry 
Remarketer. 

• Delphi  systems  are  currently  operating  on 
approximately  75,000  workstations  and 
terminals  at  more  than  4,500  customer  sites. 
Insurance  rating  is  provided  to  more  than 
8.000  customers. 

Organization  and  Structure 

Delphi  is  headquartered  in  Rolling  Meadows 
(IL)  and  has  additional  offices  in  Burlington 
(MA),  Pittsburgh  (PA),  East  Lansing  (MI). 
Scarborough  (Ontario,  Canada),  Walnut  Creek 
(CA),  and  Scottsdale  (AZ). 

Company  Strategy 

Delphi  identifies  companies  and  products  that 
fit  into  the  markets  it  wants  to  enter  and  then 
acquires  those  companies.  The  acquired 
products  are  used  as  a base  to  enhance  market 
offerings.  This  saves  Delphi  the  time  and 
expense  of  developing  totally  new  products  for 
the  insurance  market. 


As  a result  of  its  acquisitions,  Delphi  has 
shifted  its  sales  and  marketing  focus  to 
improvement  of  product  offerings  and  product 
strategy. 

Financials 

Delphi's  fiscal  1995  revenue  reached  $53.0 
million,  a 1%  decrease  from  fiscal  1994 
revenue  of  $53.6  million.  Net  losses  were 
nearly  $1.7  million,  compared  to  net  losses  of 
$8.9  million  in  fiscal  1994. 

• Revenue  declines  were  due  to  a decreased 
emphasis  on  low-margin  hardware  sales,  an 
overall  decline  in  both  the  cost  and  resale 
price  of  hardware  resold  to  customers,  a 
decrease  in  upgrade  sales  to  existing 
customers,  and  a delay  in  the  release  of 
Delphi's  latest  product  enhancements. 

• Offsetting  these  decreases  was  the  inclusion 
in  fiscal  1995  of  full-year  results  of  the 
December  1993  acquisitions  of  Mountain 
States  and  Insurnet  and  an  increase  in  sales 
of  software  that  was  not  bundled  with 
hardware. 

• Fiscal  1994  results  include  charges  of  $6.5 
million  for  consolidations,  repositioning  and 
restructuring  as  a result  of  the  acquisition  of 
Mountain  States  in  December  1993. 

A three-year  financial  summary  is  shown  on 
the  following  page. 


Delphi  Information  Systems,  Inc. 
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Delphi  Information  Systems,  Inc. 
Three-Year  Financial  Summary 
($  Millions,  except  per  share  data) 


Fiscal  Year 

Item 

3/95 

3/94 

3/93 

Revenue 

$53.0 

$53.6 

$51.6 

• Percent  change  from 

previous  year 

(1%) 

4% 

16% 

Income  (loss)  before  taxes 

$(0.6) 

$(8.2) 

$0.9 

• Percent  change  from 

(a) 

previous  year 

93% 

(962%) 

(111%) 

Net  income  (loss) 

$(1.7) 

$(8.9) 

$0.5 

• Percent  change  from 

previous  year 

81% 

* 

(106%) 

Earnings  (loss)  per  share 

$(0.23) 

$(1.34) 

$0.07 

• Percent  change  from 

previous  year 

90% 

* 

105% 

* Percent  change  exceeds  1,000%. 

(a)  Includes  charges  of  $6.5  million  related  to  the  acquisition  of  Mountain  States. 


Interim  Results 

Revenue  for  the  nine  months  ending 
December  31,  1995  was  $33.4  million,  a 17% 
decrease  from  $40.4  million  for  the  same 
period  in  1994.  Net  losses  were  $4.0  million 
compared  to  net  losses  of  $1.5  million  for  the 
same  period  a year  ago. 

• Systems  revenues  were  $11.0  million,  a 
decrease  of  $5.4  million,  or  33%,  compared  to 
the  same  period  of  the  prior  year.  The 
decrease  was  primarily  due  to  decreased 
sales  of  system  upgrades  to  existing 
customers. 

• Services  revenue  was  $22.3  million,  a 
decrease  of  7%  compared  to  the  same  period 
a year  ago.  The  decrease  was  primarily  due 
to  decreased  maintenance,  training  and 


other  revenue  generated  in  conjunction  with 
system  sales. 

• Cost  of  revenues  was  65%,  compared  to  61% 
a year  ago,  due  to  unfavorable  absorption  of 
fixed  costs  of  systems  revenue,  competitive 
pressures  on  systems  pricing  and  direct 
labor  costs  for  services. 

Revenue  Analysis  by  Product /Service 
Delphi  derives  its  revenue  from  two  sources, 
systems  agreements  and  service  fees. 
Approximately  40%  of  fiscal  1995  revenue  was 
derived  from  systems  (hardware  and  software) 
and  60%  from  maintenance  and  professional 
services. 

A three-year  summary  of  source  of  revenue 
follows. 
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Delphi  Information  Systems,  Inc. 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

3/95 

3/94 

3/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Service  fees 

$31.9 

60% 

$27.1 

51% 

$25.5 

49% 

Systems  agreements 

21.1 

40% 

26.5 

49% 

26.1 

51% 

Total 

$53.0 

100% 

$53.6 

100% 

$51.6 

100% 

Market  Financials 

Delphi  markets  its  products  and  services 
primarily  to  the  insurance  and  brokerage 
markets. 

Acquisitions 

Delphi’s  most  recent  acquisitions  were  during 
fiscal  1994  and  include  the  following: 

• In  December  1993,  Delphi  acquired 
Insurnet,  a wholly  owned  subsidiary  of 
Pacific  Insurance  Company,  in  a pooling-of- 
interests  transaction.  Insurnet  provided 
agency  management  systems  and  services  to 
the  independent  property  and  casualty 
insurance  industry  and  added  more  than  650 
customers  to  Delphi’s  client  base. 

• In  December  1993,  Delphi  acquired 
Mountain  States,  of  Scottsdale  (AZ). 
Mountain  States  developed  and  serviced 
agency  management  software  for  DOS  and 
Windows-based  local-area  network 
environments. 

• In  March  1993,  Delphi  acquired  Continental 
Systems,  Inc.  in  a pooling-of-interests 
transaction.  Continental  developed  and 
marketed  insurance  rating  software  and 
services  for  property  and  casualty  insurance 
carriers  and  independent  agents  and 
brokers. 


Employees 

As  of  March  31,  1995.  Delphi  had  419 
employees,  segmented  as  follows: 


Sales  and  marketing 54 

Product  development 104 

Customer  service  and  operations....  177 
General  management, 
administration  and  finance 84 


419 

The  company  currently  has  approximately  380 
employees. 

Key  Products  and  Services 

Delphi’s  proprietary  applications  software 
packages  include  the  SMART™  System.  Vista, 
INfinity,  INSIGHT.  PC-ELITE  and  Insurnet. 
They  are  designed  to  enhance  the  efficiency 
and  profitability  of  agencies,  brokerages,  and 
insurance  carriers  by  offering  the  following 
independent  agency  business  functions: 

• Management  information 

• Sales  and  prospecting 

• Marketing 

• Finance  and  accounting 

• Client  service 

• Carrier  interface 
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• Policy  and  claims  administration 

• Office  administration 

• Rating 

One  of  Delphi’s  newest  agency  management 
systems,  SMART  for  Windows,  is  LAN  based 
and  uses  a relational  database  and 
cbent/server  technology  to  provide  integrated 
business  solutions  for  marketing,  rating,  fax, 
downloading,  policy  processing,  ACORD  forms, 
accounting  and  imaging  applications. 

The  SaleSource  system  is  an  automated 
prospecting  process,  enabling  agencies  to  stay 
in  touch  with  leads,  prospects,  and  clients. 

The  system  organizes  the  sales  process. 
SaleSource  operates  in  a Windows 
environment,  and  allows  the  importing  of  any 
ASCII  file  in  which  the  fields  are  delimited  by 
commas.  SaleSource  has  a retail,  single-copy 
price  of  $3, 195. 

VISTA  for  Windows  supports  rating,  policy 
printing,  submissions  and  clearance,  claims 
management,  automatic  calculation  of  surplus 
taxes  and  fees,  word  processing  and 
spreadsheets. 

Other  Delphi  products  include  the  following: 

• INfinity  is  marketed  on  the  IBM  RS/6000  in 
the  AIX  environment. 

• PC-ELITE  is  marketed  on  SCO  UNIX- 
compatible  PCs. 

• INSIGHT  is  marketed  primarily  on  the  IBM 
AS/400. 

• Insurnet  is  marketed  on  the  IBM  RS/6000. 

Delphi  systems  range  in  price  from  $35,000  to 
more  than  $1  million.  The  largest  systems 
offered  by  Delphi  support  in  excess  of  320 
terminals:  the  smallest  support  fewer  than  10 
users. 


Delphi’s  software  also  electronically  links  the 

computers  of  insurance  carriers  to 

independent  agencies. 

• The  company’s  electronic  interface  products 
enable  the  independent  agencies  and  the 
participating  insurance  carriers  to  decrease 
the  cost  of  entering  information  concerning 
new  policies,  renewals,  endorsements  and 
inquiries  and  to  reduce  errors  and  response 
time. 

• More  than  60  insurance  carriers  interface 
with  Delphi’s  agency  management  systems, 
including  American  States,  Atlantic  Mutual, 
Chubb  & Sons,  CIGNA,  The  Cincinnati 
Companies,  Commercial  Union,  General 
Maryland  Casualty,  Northbrook,  Reliance, 
Royal,  Safeco,  Safety,  St.  Paul. 
Transamerica,  Travelers,  and  The  Westfield 
Companies. 

• Delphi  also  provides  proprietary  software 
and  services  to  insurance  carriers  that  help 
carriers  rate  and  quote  insurance  products 
and  distribute  such  rating  data  to  agencies 
with  which  the  carriers  have  a relationship. 

Support  and  maintenance  services  include  the 

following: 

• Upgrades  of  software  and  hardware  are 
provided  to  existing  customers,  including 
software,  terminals,  processor  memory, 
storage  devices  and  CPUs. 

• Software  maintenance  is  supplied  by  Delphi. 
Hardware  maintenance  is  purchased  by 
Delphi  for  its  customers  from  third  parties. 

• Consulting  services,  customized 
programming,  and  training,  which  are  billed 
separately,  are  also  provided  to  customers 
requiring  specific  assistance  or  enhancement 
of  their  systems. 
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Marketing  and  Sales 

Delphi  markets  its  products  and  services 
through  a direct  sales  force,  primarily  from  its 
eight  major  operating  locations. 

Delphi  has  divided  its  sales  personnel  into 
groups  focusing  on  global  brokerages;  regional 
and  local  brokerages  and  agents;  rating 
customers;  and  insurance  carriers. 


Alliances 

Delphi  has  partnerships  with  IBM,  Equifax 
(RateSource  rating  system)  and  AT&T  InView. 

Delphi  is  a Microsoft  Solution  Provider  and  an 
IBM  Industry  Remarketer. 
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Deloitte  & Touche  Consulting 

Group/ICS 


Chairman:  Al  Fisher 

CEO:  Alfred  Grunwald 

Chadds  Ford  Business  Campus 
Brandywine  5 Building 
Chadds  Ford,  PA  19317 
Phone:  (610)  558-3900 

Fax:  (610)  558-7200 


Deloitte  & Touche  Consulting 

Group 

ICS 


Status:  Subsidiary 

Parent:  Deloitte  & Touche  Tohmatsu 

International 

Employees:  1,800  (9/96) 

Revenue:  $170,000,000* 

Fiscal  Year  End:  12/31/95 

* Company  estimate 


Key  Points 

• Deloitte  & Touche  Consulting  Group/ICS 
(ICS)  provides  implementation  services 
and  products  designed  to  help  clients 
leverage  the  power  of  SAP  as  fully  and 
rapidly  as  possible. 


• ICS  operated  as  International  Consulting 
Solutions,  Inc.  until  March  1995,  when  it 
was  acquired  by  Deloitte  & Touche. 

• In  May  1996,  ICS  appointed  Alfred 
Grunwald  as  CEO.  Mr.  Grunwald  was 
formerly  Deputy  CEO. 

• In  July  1996,  ICS  added  a new  sales  and 
consulting  office  in  the  Boston  area, 
expanding  the  firm’s  presence  to  22  offices 
worldwide. 

• In  August  1996,  ICS  introduced  its 
“Transformation”  initiative,  which 
includes  preconfigured,  industry-specific 
templates  for  SAP’s  R/3  software;  new 
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partnerships  with  AutoTester,  IntelliCorp, 
and  OneWave;  and  a BPR  for  SAP  Service 
Line  for  R/3-driven  business  process 
reengineering. 

Company  Description 

ICS  provides  SAP  software  implementation 
with  business  process  reengineering  (BPR), 
complementary  software  products,  education 
and  training,  and  change  management 
services.  The  company  currently  has  more 
than  200  clients  worldwide. 

ICS  was  founded  in  1990  as  International 
Consulting  Solutions  by  SAP  professionals 
to  provide  rapid  SAP  implementation 
services  for  companies  worldwide. 

• In  March  1995,  ICS  was  acquired  by 
Deloitte  & Touche  Consulting  Group. 
Terms  of  the  acquisition  were  not 
disclosed. 

• ICS  now  operates  as  a subsidiary  of 
Deloitte  & Touche  Consulting  Group. 

The  parent  company,  Deloitte  & Touche 
Tohmatsu  International  (DTTI),  is  one  of  the 
world’s  leading  consulting  services  practices 
with  more  than  $1  billion  in  global 
consulting  revenues  and  more  than  56,000 
employees  in  more  than  100  countries.  The 
firm  provides  a range  of  services  to 
industries  including  manufacturing,  health 
care,  financial  services,  retail  consumer- 
intensive businesses,  telecommunications, 
utilities,  and  the  public  sector. 


Organization  and  Structure 

Key  executives  are  listed  below. 


ICS  Key  Executives 


Name 

Title 

Al  Fisher 

Chairman 

Alfred  Grunwald 

CEO 

Juergen  Sattler 

CEO,  Americas 

John  Southcott 

COO,  Canada 

John  Cherry 

CEO,  Asia  Pacific 

Ulrich  Schell 

CEO,  Europe 

Craig  Giffi 

VP,  Global  Industry  Practices 

John  McKenna 

VP,  Global  Sales 

Cliff  Retzlaff 

VP,  Consumer  Intensive 
Business  Practice 

Clive  Weightman 

VP,  Process  Industries 

Ron  Chapman 

VP,  High  Technology  Industry 

Leigh  A.  Kelleher 

VP,  Educational  Services 

James  T.  Parker, 
Jr. 

VP,  Human  Resources 

ICS  currently  has  34  offices  in  15  countries 
throughout  North  America,  Europe,  the 
Asia/Pacific  region,  and  South  Africa. 

• U.S.  offices  are  in  Chadds  Ford  (PA)  and 
in  the  metropolitan  areas  of  Atlanta  (GA), 
Boston  (MA),  Chicago  (IL),  Houston  (TX), 
Los  Angeles  and  San  Francisco  (CA),  and 
Phoenix  (AZ). 

• International  offices  include  locations  in 
Australia,  Belgium,  Canada,  France, 
Germany,  Italy,  Japan,  Luxembourg,  the 
Netherlands,  New  Zealand,  South  Africa, 
Switzerland,  and  the  U.K. 
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Company  Strategy 

ICS’  mission  is  to  be  “the  most  capable  SAP 
consulting  organization  in  the  global 
marketplace  by  providing  results-oriented, 
integrated  business  transformation  services.” 

ICS  is  focused  on  rapid,  high-quality 
implementations  of  SAP  solutions  in 
client/server  environments. 

• ICS  believes  that  its  deep  SAP  expertise 
and  business  experience  offers  clients  a 
full  range  of  services  that  can  be  scaled  to 
fit  any  project,  regardless  of  scope  or  size. 

• The  firm  recognizes  that  clients  want 
quick  implementations  with  bottom-line 
results. 

• ICS  has  developed  an  approach — called 
reality-based  transformation — that 
minimizes  the  risks  of  business 
transformation  by  taking  a common-sense 
approach  to  SAP  implementations  that  are 
sized  to  fit  and  scaled  to  accomplish  each 
clients’  unique  goals  and  business 
objectives. 

• ICS  maps  its  services  to  the  critical  areas 
of  strategy  transformation,  process 
transformation,  and  technology 
transformation  that  can  occur  with  SAP 
implementations. 

• To  help  clients  grasp  the  “big  picture,”  ICS 
provides  a roadmap  that  shows  the  full 
scope  of  the  implementation  process. 

Issues  such  as  change  management  and 
education  are  addressed  up  front. 

In  August  1996,  ICS  announced  a 
“Transformation”  initiative  to  make  the 
company  smarter,  faster,  and  more 
responsive  to  its  clients.  The  first  programs 
of  the  initiative  included: 


• Industry  Prints™ — preconfigured, 
industry-specific  process  models  to  assist 
in  the  BPR  and  R/3  implementation 
process.  The  IndustryPrint  initiative  is 
part  of  an  ongoing  effort  of  ICS  to  align  its 
services  by  vertical  industry. 

• Alliances — new  and  strengthened 
partnerships  with  AutoTester,  IntelliCorp, 
and  OneWave  (formerly  Business@Web), 
providing  tools  to  streamline  the  SAP 
implementation  cycle 

• BPR  for  SAP  Service  Line — a joint  Deloitte 
& Touche  Consulting  Group  and  ICS 
initiative  for  using  SAP  to  drive  the 
reengineering  process.  The  BPR  for  SAP 
service  line  integrates  BPR,  change 
management,  and  ICS’  FastTrack  4SAP 
methodology,  and  provides  links  to  SAP’s 
Business  Engineering  Workbench.  ICS 
claims  that  the  added  value  of  this  top- 
down  approach  integrates  industry- 
specific  business  issues,  Industry  Prints, 
SAP  software,  and  business  process 
reengineering  into  a comprehensive 
implementation  solution. 

• The  newest  version  of  ICS’  FastTrack 
4SAP  methodology  will  include  integration 
with  BPR  for  SAP,  Industry  Prints,  the 
SAP  Business  Engineering  Workbench, 
LiveModel,  UPI  6.04,  and  AutoTester. 

Financials 

It  is  estimated  that  ICS’  1995  revenue  was 
approximately  $170  million. 

Revenue  Analysis  by  Product/ Service 
One  hundred  percent  of  ICS’  revenue  is 
derived  from  its  implementation  services 
and  products.  A further  breakdown  of 
source  of  revenue  is  estimated  as  follows: 
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Implementation  services 94% 

Education  and  training 4% 

Software  products 2% 


100% 

Market  Financials 

ICS  has  experience  serving  global  clients  in 
a range  of  industries.  The  firm  has  clients 
primarily  in  process  manufacturing,  high 
technology,  consumer-intensive  businesses 
(such  as  consumer  packaged  goods  and 
retail),  and  utilities  industries,  segmented 
approximately  as  follows: 


Process  manufacturing 30% 

High  technology 30% 

Consumer-intensive  business 25% 

Utilities 8% 

Miscellaneous 7% 


100% 

ICS’  target  market  ranges  from  $150  million 
organizations  to  Fortune  1000  companies. 

As  part  of  its  new  Transformation  initiative, 
Industry  Prints  have  been  developed  for  six 
vertical  industries — automotive,  high  tech, 
process  manufacturing,  utilities,  aerospace 
and  defense,  and  consumer-intensive 
business.  Future  Industry  Prints  are  under 
way  for  financial  services,  health  care,  and 
telecomm  unications . 

ICS  has  established  Industry  Service  Lines 
to  capitalize  on  the  experience  and  industry- 
specific  knowledge  of  the  firm’s  consultants 
worldwide. 

• Each  Service  Line  is  a network  of 
consultants  with  industry  expertise  that 
ICS  professionals  may  call  upon  and  apply 
to  customer  implementations. 

• In  addition,  each  Service  Line  has 
developed  a database  of  industry-specific 


best  practices  to  document  and  codify  its 
expertise. 

Geographic  Markets 

Approximately  60%  of  ICS’  revenue  is 
derived  from  the  Americas,  25%  from 
Europe  and  South  Africa,  and  15%  from  the 
Asia/Pacific  region. 

Employees 

As  of  September  1996,  ICS  had 
approximately  1,800  employees  (60% 
Americas,  40%  international). 

ICS  expects  to  have  more  than  2,000 
employees  worldwide  by  the  end  of  1996. 

Key  Products  and  Services 

ICS  offers  a range  of  SAP  implementation, 
consulting,  education  and  training,  and 
professional  services,  as  well  as  SAP 
complementary  software  products. 

Implementation  Services 
FastTrack  4SAP  is  ICS’  proprietary  rapid 
implementation  methodology  that  provides  a 
structured  path  to  quick  knowledge  transfer 
and  client  self-sufficiency  on  any  scale. 
FastTrack  4SAP  also  incorporates  Deloitte 
& Touche’s  Reengineering  for  Results™ 
methodology. 

• Developed  specifically  for  SAP  software, 
FastTrack  4SAP  is  an  integrated 
methodology,  using  a building-block 
approach  with  built-in  checkpoints. 

• FastTrack  4SAP  has  five  stages — scoping 
and  planning,  visioning  and  targeting, 
redesign,  configuration,  and  testing  and 
delivery. 

• With  its  FastTrack  4SAP  methodology, 

ICS  covers  the  full  development  life  cycle, 
including  project  management,  technical 
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infrastructure,  system  integrity,  change 
management,  training,  and 
documentation. 

Industry  Prints  are  preconfigured,  industry- 
specific  process  models  to  assist  in  the  BPR 
and  SAP  implementation  process. 

• Knowing  that  one  formula  for  SAP 
implementation  may  not  fit  all  vertical 
market  segments,  ICS  has  established 
best  practices  and  tailored  them  to  fit  the 
ICS  FastTrack  4SAP  methodology, 
capitalizing  on  the  experience  and 
industry-specific  knowledge  of  the  firm’s 
consultants  worldwide. 

• Industry  Prints  are  available  for  six 
vertical  industries— automotive,  high  tech, 
process,  utility,  aerospace  and  defense, 
and  consumer-intensive  business. 

Industry  Prints  are  under  development  for 
financial  services,  health  care,  and 
telecommunications. 

ICS  has  launched  an  internal  SAP  support 
network — SAP  Best  Practices  Center 
(SBPC) — that  serves  as  a front  line  of  pooled 
expertise  to  which  field  consultants  can  look 
for  additional  support. 

• This  initiative  is  organized  by  functional 
expertise  and  rotates  full-time  staff  in  and 
out  of  the  field  every  12  to  18  months, 
resulting  in  more  knowledgeable,  practical 
reality-based  consultants. 

• The  SBPC  will  globally  capture  and 
commercially  apply  SAP  best  practices  for 
each  major  business  process  and 
corresponding  SAP  module.  The 
functions/modules  include  sales  and 
distribution  (SD),  materials  management 
(MM),  production  planning  (PP), 
production  planning  for  the  process 
industry  (PP-PI),  finance  (FI),  costing 


(CO),  electronic  data  interchange  (EDI), 
and  technical  infrastructure  (Basis, 
workflow,  and  ALE). 

The  BPR  for  SAP  service  line  is  a joint 
Deloitte  & Touch  Consulting  Group  and  ICS 
initiative  for  using  SAP  to  drive  the 
reengineering  process. 

ICS  has  established  a SAP  Solutions  Center 
for  SAP  R/3,  located  adjacent  to  SAP’s 
Western  Region  headquarters  in  Foster  City 
(CA),  which  provides  a showcase  of  SAP 
implementations  and  best  practices. 

Clients,  prospects,  consultants,  and  SAP 
account  executives  can  come  to  the  SAP 
Solutions  Center  to  see  and  experience  real- 
world  applications  of  SAP  software.  In 
addition,  the  center  provides  access  to  all  of 
ICS’  products,  tools,  templates,  industry 
models,  and  methodologies. 

ICS  has  opened  a Microsoft  NT  Competency 
Center  in  Toronto  (Canada),  a complete 
solution  center  providing  expertise  for  R/3 
clients  when  evaluating  and  implementing 
the  SAP  suite  of  business  applications 
running  on  Microsoft  SQL  Server  6.0  and 
Microsoft  Windows  NT  Server  3.5. 

ICS  has  also  established  an  EDI  Center  of 
Expertise  (COE)  for  development  and 
support  of  EDI  activities  and 
implementations. 

Implementation  Tools 

ICS  develops  and  employs  tools  to 

streamline  the  SAP  implementation  cycle. 

Universal  Portable  Interface  (UPI)  is  a 
proprietary  graphical  tool  for  building  and 
maintaining  interface  transactions  between 
SAP  and  legacy  applications. 

LiveModel — Through  its  partnership  with 
IntelliCorp,  ICS  will  provide  LiveModel  for 
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R/3  to  all  its  consultants.  LiveModel  for  R/3 
is  a repository-based,  object-oriented 
enterprise  modeling  tool  that  enables  ICS 
consultants  to  create  dynamic  animations  of 
process  models  that  have  real-time  access  to 
preconfigured  SAP  R/3  systems. 

OneWave — ICS’  partnership  with  OneWave 
gives  consultants  access  to  the  OneWave 
line  of  software  products.  These  products 
offer  a range  of  solutions  that  leverage  the 
Internet  for  mission-critical  internal 
processes  or  external  transactions. 

OneWave  is  based  on  reusable  software 
components  that  integrate  multiple 
computing  environments  and  existing 
systems. 

AutoTester — Through  partnership  with 
AutoTester,  ICS  consultants  can  provide 
automatic  testing  for  R/3  implementations. 
The  product  can  also  be  used  to  automate 
R/3  configuration  control,  master  data  input, 
training  data  input,  and  other  labor- 
intensive  implementation  tasks. 

ICS  continues  to  support — but  no  longer 
actively  markets — ARIS-Toolset,  a BPR  tool 
that  automates  the  development  of  business 
process  models,  and  OpenScan/ 1,  a 
combination  of  bar-coding  and  radio 
frequency  technologies  for  transmitting 
data. 

Client  Educational  Services 

ICS  offers  training  at  the  client  site  and  at 
its  training  facilities  throughout  North 
America,  Europe,  and  the  Asia/Pacific 
region. 

• The  training  services  include  executive- 
level  workshops,  project  team  training, 
and  user  training. 

• Courses  are  delivered  by  training 
professionals  who  are  versed  in  adult 


learning  theory  as  well  as  being  SAP- 
certified. 

• Training  is  in  the  context  of  business 
processes,  as  opposed  to  teaching  software 
features  and  functions.  Training 
programs  are  highly  modular  so  that 
clients  can  select  what  they  feel  they  need 
to  know  to  perform  their  jobs. 

• ICS’  training  methodology  is  based  on 
defined  curricula,  task-based  training, 
industry-specific  templates,  and 
multimedia-based  instruction. 

• MultiMedia  Teach  Line,  announced  in 
April  1996,  is  a multimedia-based  training 
tool  for  clients  to  gain  self-sufficiency  in 
SAP  R/3. 

ICS  Consultant  Training 
The  ICS  Global  Academy  training  program 
offers  consultants  professional  development 
from  a business  leadership  and  consulting 
perspective  to  round  out  their  technical  and 
functional  SAP  training. 

• The  program  incorporates  training  on 
FastTrack  4SAP  and  offers  its  own 
certification  program,  called  Training  4 
Results,  for  internal  and  external  project 
teams. 

• To  supplement  SAP  functional  training, 
the  Training  4 Results  program  also  offers 
courses  such  as  ICS  Leadership 
Development,  SAP  Project  Team  Training, 
and  Reengineering  Overview. 

ICS  also  provides  internal  SAP  support 
through  the  SBPC,  the  front-line  network  of 
experts  to  whom  field  consultants  can  turn 
for  additional  support. 

All  ICS  consultants  are  certified  through 
SAP’s  Partner  Academy  program,  a five- 
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week  program  that  teaches  the  SAP  system 
at  a conceptual,  functional,  and 
organizational  level.  ICS  has  aggressively 
pursued  SAP  certification,  with  nearly  90% 
of  North  America-based  consultants  slated 
for  certification  by  the  end  of  1996. 


Clients 

ICS  currently  has  more  than  200  SAP  R/3 
clients,  of  which  30%  are  live  and 
operational. 


Clients  include  Amoco,  Accugraph,  Bell 
Canada,  Bridgestone  Firestone  (Canada), 
Cadbury  Beverages,  Ciba-Geigy,  Coach 
Leather,  Colgate  Palmolive,  Digital 
Equipment  Corporation,  General  Mills, 
Hewlett-Packard,  Landmark  Graphics, 
Microsoft,  Merisel,  Nestle,  Olin  Corp., 

Owens  Corning,  Philip  Morris  (Europe),  and 
Remington  Arms. 

Marketing  and  Sales 

ICS  sells  its  services  through  direct  sales. 

Alliances 

ICS  is  a Global  Logo  Partner  for  SAP  R/3. 
ICS  works  closely  with  SAP  in  a range  of 
partnerships,  including  midsize  market 
development,  vertical  industry  initiatives, 
and  codesigning  the  CO-ABC  application. 

ICS  also  has  strong  relationships  with  a 
number  of  partners,  including  OneWave  for 
Internet-enabling  R/3  applications; 
IntelliCorp  for  its  LiveModel  modeling  tool; 
Sterling  Software  for  EDI  solutions;  and 
AutoTester  for  R/3  testing  and  automation 
of  labor-intensive  implementation  tasks. 


Competitors 

ICS’  primary  competitors  include  Andersen 

Consulting,  Ernst  & Young,  and  Price 

Waterhouse. 

Assessment 

ICS  considers  that  its  strengths  include: 

• Fast,  expert  implementation,  reducing 
SAP  implementation  time  up  to  50% 

• Deep  SAP  expertise  combined  with  applied 
business  knowledge. 

• Industry-specific  expertise,  drawing  on  the 
combined  resources  of  Deloitte  & Touche 
and  ICS 

• A scalable  approach,  designed  to  guide 
companies  through  business  change  as 
defined  by  the  client 

• Real-world  solutions,  implementing  SAP 
software  with  a methodology  and  an  array 
of  software  tools  that  complement  SAP 

ICS’  major  challenge  over  the  coming  year  is 

to  penetrate  the  Asian  and  South  American 

markets. 


Parent  Company 

Deloitte  & Touche  Tohmatsu  International 

Ten  Westport  Road 

P.O.  Box  820 

Wilton,  CT  06897-0820 

Phone:  (203)  761-3000 

Fax:  (203)  834-2200 
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Delta  Consulting  Group,  Inc. 


Chairman:  David  A.  Nadler 

1177  Avenue  of  the  Americas 
New  York,  NY  10036 
Phone:  (212)403-7500 

Fax:  (212)221-5882 

E-mail:  change@deltacg.com 


DELTA 

CONSULTING 
CROUP  inc. 


Status:  Private 

Employees:  60 

Revenue:  $20,000,000* 

Fiscal  Year  End:  12/31/95 

* INPUT  estimate 


Key  Points 

• Founded  in  1980,  Delta  Consulting  Group 
specializes  in  helping  CEOs  and  senior-level 
executives  manage  fundamental 
organizational  change.  Delta’s  role  may  be 
that  of  a counselor,  facilitator,  or  coach, 
depending  on  the  needs  of  the  organization 
and  senior  management. 

• Delta  Consulting  Group  serves  a relatively 
small  number  of  clients,  with  whom  it  forms 
strong,  long-lasting  relationships.  Work 


with  a client  typically  begins  with  one 
engagement,  which  evolves  into  a longer 
term  core  relationship. 

Company  Description 

Delta  Consulting  Group  provides  executive 
management  consulting  services.  These 
services  include  an  analysis  of  the  client 
company’s  vision,  mission  and  strategy, 
management  structure,  culture,  technology, 
and  work  processes.  There  may  be  an 
information  technology  component  to  the 
consulting  assignment,  but  the  emphasis  is  on 
the  structure  of  the  corporate  organization. 

Delta’s  approach  to  management  change 
combines  two  perspectives:  organizations  in 
strategic  terms  as  economic  enterprises  and 
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organizations  as  complex  systems  of  human 
behavior. 

Organization  and  Structure 

Delta  Consulting  Group  has  offices  in  New 
York  (NY)  and  San  Francisco  (CA)  from  which 
it  conducts  consulting  assignments.  The  core 
consulting  staff  of  full-time  consultants  is 
responsible  for  the  sales  and  marketing  of 
services  as  well  as  for  performing  the 
consulting  assignments.  Assignments  are 
usually  completed  on  site  with  senior 
management. 

Company  Strategy 

Delta  sees  its  staff  as  being  the  paramount 
resource.  It  has  built  a team  of  highly 
experienced  senior  consultants  who  combine 
academic  backgrounds  in  management  and 
the  behavioral  sciences  with  operating 
management  and  consulting  experience. 

Many  of  these  consultants  hold  Ph.D.  degrees 
and  have  counseled  senior  management  for 
ten  or  more  years. 

Financials 

Delta  is  a private  firm,  with  INPUT  estimated 
revenue  of  $20.0  million  in  1995.  It  appears  to 
have  had  steady  growth  since  its  beginning  in 
1980. 

Revenue  Analysis  by  Product  I Service 

Delta  Consulting  derives  the  majority  of  its 
revenue  from  consulting  services  and  a small 
amount  from  the  sale  of  publications  that 
support  its  consulting  activities. 

Market  Financials 

Delta  Consulting  Group  targets  a range  of 
industry  groups,  including  financial  services, 
information  technology  and  communications, 
health  care,  and  consumer  products. 


Geographic  Markets 

The  majority  of  Delta’s  clients  are  in  the  U.S. 
and  Canada. 

Employees 

Delta  Consulting  Group  employees  are 
organized  into  three  groups: 

• The  core  consulting  staff  is  29  full-time 
Delta  consultants. 

• A staff  of  five  consulting  affiliates  work  on  a 
part-time  basis,  in  a continuing  relationship 
with  Delta. 

• A team  of  31  provides  operational  support  to 
the  consultants. 

The  company  currently  has  60  employees. 

Key  Products  and  Services 

Delta  Consulting  Group’s  key  service  to  clients 
is  its  collaborative  approach  to  design  and 
implementation  of  changes  in  the  core 
structure  of  the  client’s  organization.  Its 
methodology  includes  the  following 
components: 

Diagnosis 

Delta  begins  every  consulting  assignment  by 
performing  an  independent  assessment  of  the 
client  organization.  In  assessing  the 
organization,  it  uses  interviews,  observations, 
and  surveys.  It  then  works  with  the  client  to 
identify  the  key  issues  and  develop  an 
effective  response. 

Customized  Intervention 

Based  on  its  independent  assessment  of  the 
organization  and  identification  of  key  issues, 
Delta  develops  an  effective  plan  customized  to 
the  client’s  unique  circumstances, 
opportunities,  style,  and  requirements. 
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Implementation 

Delta  works  extensively  with  the  client  to 
translate  concepts  into  an  implementation 
plan.  Implementation  includes  managing  the 
human  and  social  dynamics  of  any  new 
strategy,  structure,  or  approach. 

An  Independent  Viewpoint 
At  any  one  point,  Delta  staff  is  working  with 
several  different  client  organizations.  This 
helps  staff  members  retain  their  objectivity. 
The  stronger  their  sense  of  independence,  the 
greater  the  capacity  to  raise  tough, 
challenging  questions. 

Cross-organizational  Insights 

While  preserving  the  confidentiality  of 
proprietary  client  information,  Delta 
consultants  share  the  broad  outlines  of  their 
experience  with  one  another.  They  bring  to 
each  client  relationship  a wealth  of  knowledge 
about  other  enterprises  that  have  undertaken 
major  programs  of  change. 

In  addition  to  consulting  service,  Delta  has 
also  developed  and  produced  a wide  range  of 
materials  for  use  in  organizations  in  support 
of  the  consulting  activities.  Many  of  these 
publications  are  used  in  the  consulting 
services  and  help  to  transfer  technology  to  the 
client  organization.  The  various  series  of 
materials  include: 

• Organizational  Analysis  Series 

• Organizational  Change  Series 

• Organizational  Design  Series 

• Organizational  Culture  Series 

• Group  Effectiveness  Series 

• Motivation  & Performance  Series 

• Organizational  Consultation  Series 

• Strategy  & Organization  Series 


Clients 

Delta’s  clients  are  senior-level  general 
managers  who  need  to  initiate  significant 
changes  in  strategy,  culture,  or  organizational 
structure.  They  are  typically  from  large  and 
complex  organizations  with  operations  in  the 
U.S.  and  abroad.  The  firm  has  worked  in  a 
variety  of  environments  and  over  a range  of 
industries. 

A partial  list  of  clients  includes: 

Allied-Signal  Inc. 

American  Express  Company 
AT&T  Corp. 

Blue  Cross  and  Blue  Shield  of  Florida, 

Inc. 

Bristol-Myers  Squibb  Company 
Citicorp 

Chemical  Banking  Corporation 

Corning  Incorporated 

Eli  Lilly  and  Company 

Fireman’s  Fund  Insurance  Company 

Ford  Motor  Company 

Joseph  E.  Seagram  & Sons,  Inc. 

Kaiser  Permanente 
KPMG  Peat  Marwick  L.L.P. 

Lever  Brothers  Company 
Lockheed  Martin  Corporation 
Manor  Care,  Inc. 

Methodist  Hospital  of  Indiana,  Inc. 

Sun  Microsystems,  Inc. 

Pacific  Telesis  Group 
US  WEST 

Weyerhauser  Company 
Xerox  Corporation 

Marketing  and  Sales 

The  full-time  consultants  on  staff  at  Delta 
Consulting  are  responsible  for  the  initiation  of 
relationships  with  clients  and  are  the  main 
contacts  between  Delta  Consulting  and  client 
organizations. 


Delta  Consulting  Group,  Inc. 
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Competition 

Delta  faces  competition  from  other  consulting 
firms  that  offer  strategic  management 
consulting  services,  such  as  Andersen 
Consulting,  Deloitte  & Touche,  Price 
Waterhouse,  Arthur  D.  Little,  and  KPMG  Peat 
Marwick. 

INPUT  Assessment 

Delta  Consulting  Group  has  a very  impressive 
record  of  having  long-term  relationships  and 


assignments  with  many  of  the  largest  firms  in 
the  U.S.  and  Fortune  500  companies.  It  has 
been  quite  successful  since  its  beginning  in 
1980. 

Many  other  firms  are  in  the  same  area  of 
strategic  management  consulting,  but  Delta 
appears  to  have  an  edge  in  the  strategic 
corporate  reorganization  niche  of  major 
manufacturing  companies. 
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DELUXE  DATA  SYSTEMS,  INC. 

400  West  Deluxe  Parkway 
P.O.Box  12536 
Milwaukee,  Wl  53212-0536 
Phone:  (414)963-5000 

Fax:  (414)  963-5099 


President: 

Parent: 

Status: 

Total  Employees: 
Parent  Revenues: 
Revenue: 

Fiscal  Year  End: 


Alan  G.  Brown 
Deluxe  Corporation 
Subsidiary 
750 

$1,530,000,000 
$79,050,000* * 
12/31/92 
*INPUT  estimate 


Key  Points 


a 


L 


t 


• Deluxe  Data  Systems  is  one  of  the  financial  industry's  largest  third- 
party  processors. 

• The  company  has  positioned  itself  to  offer  support  to  financial 
institutions  by  reducing  the  relative  cost  of  increasing  levels  of 
automation  by  offering  EFT/POS  outsourcing  services. 

■ In  1992,  Deluxe  Data  Systems  revenue  grew  5.4%. 

• The  acquisition  of  ACH  Systems  in  1990  enhanced  Deluxe  Data 
Systems'  service  offerings,  allowing  Deluxe  Data  to  participate  in  the 
growing  private  ACH  services  market.  Deluxe  has  estimated  a 25% 
increase  in  commercial  automated  clearing  house  (ACH)  payments. 

• Deluxe  Data  Systems  has  landed  a key  debit  card  processing 
contract  from  MAESTRO,  MasterCard's  national  debit  network; 
however,  the  success  of  that  market  is  as  yet  uncertain. 

• Deluxe  Data  has  recently  landed  two  important  new  contracts  in  the 
electronic  benefits  transfer  (EBT)  market,  one  for  the  state  of  New 
York  and  the  other  for  the  state  of  Maryland. 

• In  1992,  Deluxe  Data's  revenues  from  EBT,  ACH,  and  POS  doubled, 
although  the  revenues  were  a relatively  small  portion  of  total  sales. 
This  revenue  trend  indicates  an  important  strategic  direction  for 
Deluxe  Data. 


April  1993 
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Company 

Description 

Deluxe  Data  Systems,  Inc.  primarily  provides  electronic  funds  transfer 
(EFT)  processing,  network  services,  applications  software  products,  and 
associated  support  services  to  financial  institutions,  shared  EFT 
network  providers,  and  retailers. 

Although  processing  automated  teller  machine  (ATM)  transactions 
remains  its  largest  business,  Deluxe  Data  Systems  recently  has 
expanded  into  newer,  growing  electronic  markets,  such  as  electronic 
benefits  transfer  (EBT),  retail  point-of-sale  (POS),  and  automated 
clearing  house  (ACH)  transaction  processing. 

Company 

History 

Deluxe  Data  Systems  was  formed  in  1961.  The  company  moved  into 
EFT  data  processing  in  1977  when  it  began  providing  services  to  the 
TYME  is  MoneyR  network,  the  first  statewide  shared  EFT  network  in 
the  United  States. 

Now,  with  more  than  500  clients  worldwide,  Deluxe  Data  Systems  has 
grown  to  be  an  acknowledged  leader  in  EFT  processing  and  software. 

Deluxe  Data  Systems  currently  operates  as  part  of  the  Payment  Systems 
Division  of  the  Deluxe  Corporation  of  St.  Paul  (MN).  Deluxe 
Corporation  is  a $1.53  billion  company  with  over  17,500  employees  that 
operates  businesses  in  the  following  areas:  / 

• Deluxe  Business  Systems  manufactures  and  supplies  checks,  forms, 
recordkeeping  systems,  and  related  office  products. 

• Deluxe  Data  Systems  provides  EFT  and  transaction  processing 
services  and  software  for  regional  ATM  networks.  Deluxe  Data 
Systems  is  also  involved  in  electronic  benefit  transfer,  retail  point-of- 
sale,  and  automated  clearinghouse  services. 

• Current,  Inc.  is  the  nation's  largest  direct-mail  marketer  of  consumer 
specialty  products. 

• Deluxe  Check  Printers  is  the  nation's  largest  check  printer. 

• ChexSystems  provides  an  account  verification  service  for  financial 
institutions 

• Electronic  Transaction  Corporation  is  a Deluxe  subsidiary  that 
operates  a check  authorization  service  for  retailers. 

9 
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Financials 


Acquisitions 


Major  Alliances 


Employees 


INPUT  estimates  that  Deluxe  Data  Systems'  1992  revenue  (net  of 
interest  expenses)  was  approximately  $79  million,  a 5.4%  increase  from 
estimated  1991  revenue  of  $75  million. 


To  take  advantage  of  automated  clearing  house  (ACH)  processing 
opportunities,  Deluxe  Data  Systems  acquired  ACH  Systems,  Inc.  of 
Phoenix  (AZ)  in  July  1990. 

• ACH  Systems  was  formed  to  develop  and  market  ACH-based 
products  and  services.  The  company  jointly  developed  a PC-based 
product  with  the  Arizona  Clearing  House  Association  (ACHA). 

• With  the  acquisition,  ACHA  became  Deluxe  Data  Systems'  first 
ACH  client. 

• ACH  Systems  now  operates  as  a division  of  Deluxe  Data  called 
ACH  Services.  Norwest  Bank  Minnesota,  Star  Systems,  and  Firstar 
and  First  Wisconsin  are  also  working  with  Deluxe  Data  to  bring 
ACH  services  to  its  clients. 


In  1991,  NCR  and  Deluxe  Data  Systems  signed  a cooperative 
development  agreement  under  which  NCR  will  work  with  Deluxe  to 
provide  software  supporting  NCR's  automated  teller  machines. 
Additionally,  NCR  and  Deluxe  agreed  to  share  technical  information 
and  cooperate  to  create  future  products. 

Deluxe  also  has  an  agreement  with  IBM  to  market  Deluxe's  Connex 
software. 


As  of  April  1993,  Deluxe  Data  Systems  had  approximately  750 
employees,  segmented  as  follows: 


Marketing 

20 

Customer  support 

190 

Research  and  development 

180 

Computer  operations 

270 

General  and  administrative 

90 

750 
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Competitors 


Key  Products  and 
Services 


Deluxe  Data  Systems'  competitors  fall  into  two  categories-companies 
offering  transaction  processing  software  to  the  banking  and  finance 
industry  and  companies  offering  processing  and  transaction  services. 

• Service  competitors  include  FIserv,  Systematics,  EDS,  Mellon 
Information  Services,  M&I  Data  Services,  Inc.,  and  Midwest 
Payment  Systems. 

• Software  competitors  include  ACI,  and  SDM. 


INPUT  estimates  that  approximately  70%  of  Deluxe  Data  Systems’ 
revenue  is  derived  from  processing  services,  10%  from  applications 
software  products,  and  20%  from  network  services. 

Deluxe  EFT  Services: 

Deluxe  EFT  processing  services  and  ConnexR  applications  software 
products  are  available  to  service-oriented  banks,  savings  and  loans, 
credit  card  merchant  banks,  credit  unions,  and  EFT  networks. 

• Functions  provided  include  the  following: 

- Terminal  driving  and  24-hour  monitoring  of  automated  teller 
machines  (ATMs)  and  point-of-sale  (POS)  devices 

- Links  to  multiple  hosts  for  on-line  authorizations,  plus  links  to 
regional  and  national  networks 

- Links  to  credit  card  companies  for  retail  programs 

- Transaction  authorization  using  files  on  the  Connex  system 

- Detailed  settlement  and  activity  reports  by  terminal,  institution, 
and  network,  plus  fee  billing  and  related  off-line  functions 

- Optional  card  management  services 

Connex  software  runs  on  IBM  4381  or  larger  mainframes  and 
compatible  systems  under  MVS/XA  operating  systems  and  on  Tandem 
NonStop  II,  TXP,  EXT,  CLX,  VLX,  Cyclone  and  Cyclone  R computers 
under  the  GUARDIAN  operating  system. 

Deluxe  EDGE  is  a complete  electronic  payment  service  for  retailers. 

• Retailers'  customers  have  expanded  payment  options,  including 
conventional  checks,  ACH  electronic  checks,  ATM  debit  cards,  and 
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credit  cards.  Deluxe  Data  Systems  routes  electronic  payments  for 
authorization. 

• Support  services  for  the  Deluxe  EDGE  program  include  project 
management,  training,  account  management,  and  a 24-hour  help 
desk. 

Recent  EFT  contracts  include  the  following: 

• In  July  1991  the  Bank  of  Scotland  installed  Connex  EFT  software, 
which  it  is  using  for  its  ATM  interchange  network  and  connections  to 
the  SWITCH  POS  network  for  transaction  authorizations  as  an 
issuer  and  as  an  acquirer  of  merchant  transactions. 

• During  1991,  Southeast  Switch,  owner  and  operator  of  the  HONORR 
network,  signed  a five-year  contract  renewal  for  Deluxe  Data 
Systems'  gateway  processing  services.  The  agreement  offers 
HONOR  cardholders  access  to  a host  of  regional  and  national 
networks.  Southeast  Switch  also  uses  Connex  software  to  process 
transactions  for  the  HONOR  network  at  its  Maitland  (FL)  data 
center. 

• In  1991,  Scrivner,  Inc.,  the  nation's  third  largest  grocery  wholesaler, 
announced  it  would  exclusively  offer  the  Deluxe  EDGE  for  use  in  its 
company  stores  and  more  than  4,000  affiliated  retail  grocers  in  31 
states  in  the  Midwest  and  East  Coast. 

• In  1992,  Deluxe  will  begin  processing  interregional  transactions  for 
Mastercard's  new  debit  card,  Maestro.  Deluxe  Data  Systems  also 
processes  transactions  for  a unique  system  that  allows  15  of 
California's  largest  credit  unions  to  share  branch  facilities. 

There  are  currently  over  57  Connex  software  clients  and  373  Deluxe 

EFT  Services  processing  clients. 

Deluxe  EBT  Services: 

Deluxe  offers  a full  range  of  electronic  benefits  transfer  services  to 

government  agencies.  These  services  include: 

• Assistance  in  meeting  all  federal  requirements 

• Retailer  participation 

• Card  issuance 

• EFT  network  interfaces 

In  1991,  the  Maryland  Department  of  Human  Resources  entered  into  a 

six-year  contract  with  Deluxe  Data  Systems  for  EBT  services. 
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Geographic 

Markets 


• By  September  1992,  Deluxe  will  support  a card  base  of  300,000 
Maryland  recipients  of  cash  assistance,  food  stamps,  and  child 
support  payments  and  9,000  retail  POS  terminals  at  more  than  3,500 
merchant  locations. 

• Internet,  operator  of  the  MOST  network,  will  play  a major  role  in 
providing  ATM  and  POS  terminal  access. 

During  1991,  Deluxe  Data  Systems  was  also  awarded  a contract  by  the 
New  York  State  Department  of  Social  Service  to  operate  its  Electronic 
Medicaid  Eligibility  Verification  System  through  October  1996.  This 
system  will  process  40  million  transactions  a year  and  support  2.2 
million  Medicaid  recipients  through  15,000  New  York  health  care 
locations. 

Deluxe  ACH  Services: 

Deluxe  Access™  is  Deluxe  Data  Systems'  family  of  ACH  processing 
services  designed  to  help  financial  institutions  meet  the  Federal 
Reserve  mandate  for  an  all-electronic  ACH. 

• Deluxe  Access  receives  bulk  files  from  the  federal  reserve  and 
delivers  them  via  fax  or  midrange  PC. 

• Additionally,  Deluxe  Access  offers  improved  ACH  operating 
capabilities  to  larger  financial  institutions.  These  services  include: 

- ACH  file  organization 

- ACH  file  distribution 

- User-controlled  security  updates 

- Electronic  delivery  of  report  files 

- Automatic  upgrade  facility 

- Previous  distribution  file  review/remake 


Deluxe  Data  Systems'  revenue  is  derived  primarily  from  the  banking 
and  finance  industry  and  shared  network  providers.  The  company  also 
derives  revenue  from  the  retail  industry  and  from  state  government 
agencies. 

Six  of  the  ten  largest  shared  EFT  networks  in  the  U.S.  are  Deluxe  Data 
Systems'  clients. 


Approximately  80%  of  Deluxe  Data  Systems  revenue  is  derived  from 
the  U.S.  and  20%  from  international  sources. 
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U.S.  marketing  and  sales  operations  are  centralized  at  the  company's 
headquarters. 

Connex  software  is  marketed  by  Connex  Europe  in  the  U.K.  and 
Europe  and  by  Information  Sciences  Pte  Ltd.  in  Singapore.  IBM 
Australia  and  IBM  Canada  market  Connex  Software  in  their  respective 
countries. 


Computer  Deluxe  Data  Systems  has  two  data  centers  equipped  with  IBM  and 

Hardware  Tandem  computers. 
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DIALOG  INFORMATION  SERVICES, 
INC. 

3460  Hillview  Avenue 
Palo  Alto,  CA  94304 
Phone:  (415)858-2700 

Fax:  (415)858-7069 


President  & CEO: 
Status:  Whc 

Parent: 
Employees: 
Revenue: 

Fiscal  Year  End: 


EO:  Patrick  J.  Tierney 

Wholly  Owned  Subsidiary 


Knight-Ridder,  Inc. 

350* * 

$220,000,000* 

12/31/93 


*INPUT  estimate 


Key  Points 


• Dialog  Information  Services,  Inc.  has  provided  on-line  database 
information  retrieval  services  since  1972.  The  company  also  offers 
other  network  application  services,  microcomputer  communications 
software  products  and  CD  ROM  products. 

• Dialog  has  entered  into  an  agreement  with  Sun  Microsystems 
Computer  Corporation  and  IBM  Consulting  Group  to  assist  in  the 
initial  phases  of  transforming  Dialog's  massively  centralized 
computing  environment  to  a networked,  client/server  system. 

• With  the  arrival  of  Patrick  Tierney,  Dialog's  new  president  and 
CEO,  fiscal  1992  and  1993  were  years  of  strategic  shifts  and 
acquisition  and  technology  investments  for  Dialog. 

• In  fiscal  1993,  Dialog  was  pleased  to  announce  the  resolution  of  its 
disagreement  with  the  American  Chemical  Society  (ACS).  Though 
the  terms  of  the  settlement  were  not  disclosed,  ACS  and  Dialog 
announced  the  formation  of  a high-level  task  force  under  the 
personal  direction  of  Bob  Massie,  director  of  ACS'  Chemical 
Abstracts  Division  and  Dialog  company  president  Pat  Tierney. 

• In  January  1994,  Dialog  announced  DialogR  SourceOne,  a 
worldwide  fax-based  document  delivery  system.  The  faxed  copy  of 
the  document  includes  the  full  text  plus  all  figures,  graphhics  and 
drawings  that  appeared  in  the  original  document. 
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Company  Dialog  Information  Services,  Inc.  has  provided  on-line  database 

Description  information  retrieval  services  since  1972.  The  company  also  offers 

other  network  application  services,  microcomputer  communications 
software  products  and  CD  ROM  products. 

■ Dialog  operated  within  Lockheed  Missiles  & Space  Company  and 
became  a wholly-owned  subsidiary  of  Lockheed  Corporation  in 
1981. 

• In  August  1988,  Dialog  was  purchased  from  Lockheed  by  Knight- 
Ridder,  Inc.  for  $353  million. 

• Dialog  currently  operates  as  a subsidiary  of  Knight-Ridder  within 
Knight-Ridder's  Business  Information  Services  division. 

Dialog  currently  carries  more  than  400  databases  with  more  than  280 
million  records. 


Financials  According  to  Knight-Ridder's  1993  annual  report,  Dialog's  1993 

revenue  reached  $220  million,  a 32%  increase  over  1992  revenue  of 
$167  million.  This  increase  was  realized  as  a result  of  the  acquisition  of 
Data-Star.  A three-year  revenue  summary  follows: 


DIALOG  INFORMATION  SERVICES,  INC. 
THREE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1993 

1992 

1991 

Revenue 

• Percent  increase 

$220 

$167 

$150 

from  previous  year 

32% 

10% 

N/A 

Geographic  INPUT  estimates  approximately  75%  of  Dialog's  1993  revenue  was 

Markets  derived  from  the  U.S.  and  25%  from  international  sources.  This  may 

shift  as  the  acquisition  of  Data-Star  minimizes  competition  in  Europe. 

Services  are  available  worldwide. 

U.S.  offices  are  located  in  Boston,  Chicago,  Houston,  Los  Angeles,  New 
York,  Philadelphia  and  Washington,  D.C. 

International  representatives  are  located  in  Canada,  Australia,  Japan, 
and  throughout  Europe,  Asia,  the  Near  East  and  Latin  America. 
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Market  Financials 


Strategy 


Acquisitions 


More  than  80%  of  the  Fortune  500  companies  use  DIALOG,  as  do 
government  agencies,  business  consultants,  libraries,  universities  and 
research  institutions  worldwide. 


In  fiscal  1993,  Dialog  continued  a comprehensive  plan  to  become  a 
more  complete  information  resource  for  the  corporate  market  by: 

• Extending  its  market  share  in  the  on-line  database  services  markets 

• Expanding  its  participation  in  all  phases  of  information  acquisition 
and  delivery  within  the  corporation 

• Expanding  its  information  sources 

Dialog  faces  some  difficult  strategic  issues  concerning  pricing  and 
copyrights  in  1994. 

Pricing  is  one  of  the  more  difficult  issues  that  involves  fixed  costs 
required  by  massive  technology  investment  and  royalties  agreements  to 
publishers.  With  the  current  pricing  schedules,  based  on  content  and 
connect  time,  information  providers  receive  a percentage  of  the 
revenue  Dialog  collects  from  the  user  as  usage  occurs.  Dialog's  strategy 
is  to  work  with  the  information  providers  to  increase  the  size  of  the 
market,  thereby  increasing  Dialog  revenue.  Then,  new  royalty 
agreements  can  be  arranged  that  would  allow  for  fixed-fee  pricing  base 
on  volume.  Serving  a broader  business  market  is  key  to  Dialog's  growth 
strategy. 


Dialog,  with  its  parent  company  Knight-Ridder,  aggressively  pursued 
investment  and  acquisition  of  other  corporations  in  1992  and  1993. 

In  January  1993,  Article  Express  International,  Inc.,  the  document 
delivery  company  jointly  owned  by  Dialog  and  Engineering 
Information,  Inc.  (El),  announced  the  acquisition  of  certain  assets  of 
IOD,  Inc.,  a company  that  provides  document  delivery  services  under 
the  name,  Information  on  Demand. 

In  1993,  Knight-Ridder  acquired  Data-StarR  information  Services, 
expanding  Dialog  user  access  to  150  more  databases  not  available  on 
Dialog.  This  acquisition  will  allow  Dialog  and  Data-Star  to  better 
leverage  European  sales  and  marketing  staffs. 

Dialog  has  made  a significant  minority  investment  in  two  new  and 
innovative  companies:  INDIVIDUAL,  Inc.,  which  specializes  in  the 
delivery  of  information  products  for  the  corporate  desktop  market-a 
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leader  in  the  delivery  of  customized  electronic  newsletters  to  business 
users;  and  Personal  Library  Software  (PLS),  a company  that  offers  text- 
and  image-based  search  and  retrieval  software.  Dialog  is  now 
represented  on  both  companies  boards  of  directors  and  continues  to 
pursue  joint  projects. 


Through  alliances  with  Telebase,  Inc.  and  Advanced  Research 
Technologies  (ART),  Dialog  offers  its  corporate  customers,  custom 
interfaces  that  give  quick,  easy  access  to  Dialog's  information  for  the 
novice  user.  ART  links  access  through  the  customer's  current  network 
while  Telebase  uses  its  patented  Knowledge  GatewayR  platform.  Both 
links  offer  customized  menu-driven  interfaces. 

In  December  1993,  Dialog  and  Southam  Electronic  Publishing 
announced  their  intention  to  form  a joint  venture  company  to  manage  a 
commercial  electronic  publishing  business  in  Canada.  The  new 
company,  Infomart  Dialog,  will  distribute  Dialog  products  and  services, 
as  well  as  Southam's  Infomart  line  of  media  research  and  media 
monitoring  products  along  with  their  electronic  versions  of  key  business 
directories  and  government  databases. 


INPUT  estimates  90%  of  Dialog's  1993  revenue  was  derived  from 
network  services,  5%  from  education  and  training  professional  services 
and  the  remaining  5%  from  software  and  CD  ROM  products. 

The  DIALOG  Information  Retrieval  Service  (DIALOG)  provides  on- 
line access  to  over  400  databases  with  more  than  270  million  records 
covering  a variety  of  topics,  with  particular  emphasis  on  business, 
science  and  technology. 

• Materials  covered  include  technical  reports,  conference  papers, 
newspapers  and  public  literature,  magazine  articles,  books, 
legislative  documents,  patents,  statistical  data  and  ongoing  research. 

• The  data  available  on  DIALOG  ranges  from  directory-type  listings 
of  companies,  associations  and  people;  in-depth  company  financial 
statements;  bibliographic  citations  and  abstracts  that  reference 
journals,  conferences  papers,  or  other  original  sources;  to  the 
complete  text  of  articles. 

• DIALOG  provides  databases  that  are  updated  regularly  and  cover 
information  from  virtually  all  major  categories,  including  the 
following: 
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- Agriculture  and  Nutrition 

- BioScience 

Books  and  Monographs 

- Business  Information 

- Public  companies 

- Corporate  directories 

- International  companies 

- Economic  data 

- Financial  news 

- Markets,  products,  technologies 

- Industries 

- Product  listings  and  announcements 

- General  business  information 

- Business  news 

- International  business  information 

- Travel 

- Chemistry 

- Computer  Technology 
Energy  and  Environment 
Law  and  Government 
Medicine  and  Biosciences 

- News 

- Online  Training  and  Practice 

- Patents  and  Trademarks 

- Popular  Information 
Reference 

- Science  and  Technology 
Social  Sciences  and  Humanities 

• Additional  DIALOG  features  include: 

DIALORDER,  for  on-line  ordering  of  documents 

- DIALOG  Alert,  a current  awareness  service 

- OneSearch,  for  searching  multiple  databases  simutaneously 

- REPORT,  for  customized  reporting 

DIALINDEX,  for  on-line  help  in  selecting  appropriate  dat 
abases  to  search 

DIALMAIL,  for  electronic  delivery  of  messages  and  search  res 
ults 

- Dialog  SourceOne,  a worldwide  fax-based  document  delivery 
system.  The  copy  of  the  document  includes  the  full  text  plus  all 
figures,  graphics  and  drawings  that  appeared  in  the  original 
document. 

• Toll-free  telephone  hotline  support  is  available  for  search  assistance 
24  hours  each  weekday  from  3:00  p.m.  Sunday  through  9 p.m.  Friday, 
and  from  7:00  a.m.  to  3:00  p.m.  Pacific  Standard  Time  on  Saturday. 


February  1 994 


Copyright  1994  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  7 


DIALOG  INFORMATION  SERVICES,  INC. 


INPUT 


• Dialog  offers  several  full-  and  half-day  basic  and  advanced  training 
seminars  for  DIALOG  users.  The  DIALOG  system  one-day 
seminar,  which  includes  hands-on  experience,  is  offered  in  major 
cities  at  a cost  of  $140. 

- Special  ONTAP  (Online  Training  and  Practice)  files  are  available 
at  $0.25  per  minute  for  customers  to  practice  their  search 
techniques. 

- A complete  user  manual,  Searching  DIALOG,  A Complete  Guide, 
is  available  for  $80. 

KNOWLEDGE  INDEX  is  an  evening  and  weekend  service  designed 
for  home  computer  users,  students  and  professionals. 

• Approximately  90  databases  are  available  containing  over  50  million 
references  covering  technical  and  general-interest  subjects. 

• KNOWLEDGE  INDEX  searchers  also  have  access  to  the 
DIALMAIL  electronic  mail  service. 

DIALOG  Business  Connection  is  a menu-driven  business  information 
service  available  to  all  DIALOG  subscribers  and  offers  on-line  access 
to  business  and  financial  data  for  competitive  intelligence,  financial 
analysis  and  mergers  and  acquisitions. 

DIALOG  Corporate  Connection  provides  menu  access  to  DIALOG 
databases  for  companies  offering  DIALOG  passwords  to  25  or  more 
employees.  The  service  is  designed  to  be  administered  by  information 
center  managers,  generally  in  large  corporations  or  research  centers. 
There  are  currently  more  than  2,000  subscribers. 

DIALOG  MenusSM,  introduced  in  November  1990,  extends  the  menu- 
access  option,  available  with  DIALOG  Corporate  Connection,  to  all 
DIALOG  subscribers.  More  than  220  DIALOG  databases  that  cover  a 
range  of  subject  areas,  are  available  via  menu  access. 

DIALOG  OnDisc  products  are  a series  of  databases  available  on 
compact  discs  for  an  annual  subscription  fee.  The  products  are 
generally  used  by  libraries  and  businesses  to  expand  their  access  to 
information  while  controlling  costs.  Databases  are  available  for 
business,  education,  scientific  and  technical  applications. 

Dialog  also  provides  a line  of  microcomputer  communications  software 
products. 
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Dialog's  competitors  include  Mead  Data  Central  and  Dow  Jones  New 
Retrieval  and  NewsNet.  Competitors  for  general  bibliographic 
database  services  include  America  Online,  CompuServe  and  Prodigy. 


Dialog's  decision  to  work  with  two  leading  technology  companies,  Sun 
Microsystems  and  ISSC,  to  transform  their  information  delivery  systems 
from  mainframes  to  a client/server  architecture,  is  absolutely  essential 
to  support  Dialog's  new  market-driven  approach  to  delivering  products 
and  services.  Traditionally,  Dialog  has  realized  the  majority  of  its 
revenues  from  the  "expert"  searcher  or  information  professional.  As  its 
client  base  shifts,  the  majority  of  Dialog  revenues  would  then  accrue 
from  the  business  user  with  little  or  no  training  in  searching  online 
systems  with  a command  language. 

Dialog  is  in  a difficult  position  in  a rapidly  changing  market.  Graphical 
user  interfaces  for  online  database  services  and  flat-fee  pricing 
schedules  have  dulled  Dialog's  competitive  edge  in  the  consumer 
market.  Increasingly,  the  business  users  profile  matches  that  of  the 
consumer,  with  expectations  of  flat-fee  pricing,  customized  information 
delivery  and  easy  GUI  access  to  information. 

The  market  forces  of  re-engineering  and  downsizing  within  the 
American  corporation  are  reducing  Dialog's  growth  in  its  more 
traditional  market,  the  corporate  library.  Dialog's  conversion  to  a 
scalable  open-system  architecture  permits  the  creation  of  customized 
corporate  information  systems  that  meet  information  users  specific 
needs. 

Dialog's  alliances  to  deliver  GUIs  for  searchers  and  its  aggressive 
acquisition  strategy  in  Europe,  have  been  two  important  steps  toward 
changing  its  competitive  position. 
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Diba,  Inc. 


3355  Edison  Way 
Menlo  Park,  CA  94025 
Phone:  (415)482-3300 

Fax:  (415)482-3400 
Internet:  http://www.diba.com 


Chairman:  Farid  Dibachi 

President  & CEO:  Farzad  Dibachi 

Status:  Private 

Employees:  85  (6/97) 

Fiscal  Year  End:  12/31/96 


Key  Points 

• Diba  is  a software  technology  company 
dedicated  to  making  information  more 
accessible  to  more  people  through 
information  appliances.  The  company’s 
software  includes  a portable  microkernel, 
foundation  software,  and  end-user 
applications. 

• In  November  1996,  Diba  announced  the 
opening  of  its  first  international  office  in 
Reading  (U.K.).  Nigel  Seed,  the  former 
Managing  Director  of  Silicon  Graphics 


Wavols  Court 
Swallowfield,  Reading 
Berkshire  RG71PY 
U.K. 


U.K.,  is  the  Vice  President  for  European 
Operations. 

Company  Description 

Founded  in  1995,  Diba  is  a software 
technology  provider  for  the  information 
appliance  marketplace.  Diba  has  created  an 
open,  end-to-end  architecture  for  the 
development  and  delivery  of  information 
appliances  and  services. 

The  company  also  sells  complete 
manufacturers’  kits  for  Internet  set  tops  and, 
soon,  Internet  phones. 

Organization  and  Structure 

The  company’s  key  executives  are  listed  in  the 
table  below. 
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Diba,  Inc. 
Key  Executives 


Name 

Title 

Farid  Dibachi 

Chairman  & EVP, 
Development 

Farzad  Dibachi 

President  & CEO 

Albin  Moschner 

Vice  Chairman  & VP, 
Corporate  Development 

Joe  Gillach 

VP,  Marketing 

Diba  is  headquartered  in  Menlo  Park  (CA), 
and  has  offices  in  Chicago  (IL),  Colorado 
Springs  (CO),  and  Reading  (U.K.). 

Employees 

Diba  currently  has  85  employees,  compared  to 
65  employees  as  of  September  1996. 

Company  Strategy 

Diba  is  committed  to  providing  the  software 
operating  environment  and  end-user 
applications  for  information  appliances. 

Diba's  strategy  is  to  bring  the  Internet  to 
consumers  in  the  form  of  easy-to-use, 
affordable  devices.  Diba  has  developed  the 
Diba™  Information  Appliance  Suite,  which 
can  run  any  Internet  device  on  any  platform. 
The  suite  includes  a microkernel,  foundation 
software,  application  modules,  and  end-user 
applications,  such  as  Diba  Mail  and  Diba 
Browser.  The  suite  is  customizable  and 
modular:  Companies  can  use  all  or  part  of  it 
in  their  information  appliances. 

Diba  also  sells  turnkey  manufacturers’  kits 
that  help  manufacturers  bring  Internet  set 
tops  and,  soon,  Internet  phones  to  market 
quickly. 

Diba’s  mission  is  to  provide  information 
appliances  that  fulfill  three  needs  not 
currently  being  met  by  PCs: 


• Simple  to  set  up — The  user  only  has  to 
turn  it  on  to  initiate  a session,  and  no 
configuration  is  necessary. 

• Easy  to  use — The  application  guides  the 
user  through  a session,  offering  only  the 
relevant  options  with  colored  action 
buttons  and  a highly  graphical  user 
interface. 

• Affordable— Because  information 
appliances  are  optimized  to  support  one 
application,  they  are  inexpensive  to 
manufacture. 

Diba  OpenArchitecture  allows  its  systems  to 
be  portable  to  any  microprocessor  or  any  real- 
time microkernel,  interoperable  with  any  ISP, 
and  customizable. 

Market  Financials 

Diba  licenses  its  software  to  consumer 
electronics  companies,  manufacturers,  and 
other  companies  that  build  information 
appliances  for  consumer  and  enterprise  users, 
both  domestically  and  internationally. 
Additionally,  Diba  provides  consulting 
services  to  companies  wanting  to  bring  highly 
customized  appliances  to  market. 

Key  Products  and  Services 

Diba's  business  model  is  to  develop  software 
technologies  and  license  them  and  the  turnkey 
manufacturers’  kits  to  companies  that  will  in 
turn  create  information  appliances.  This 
model  has  already  been  implemented  with 
Samsung,  Panasonic,  Proxima,  LodgeNet, 
NEC,  Motorola,  Mitsubishi,  and  SAMPO. 

In  addition  to  developing  the  Diba  Application 
Foundation,  a proprietary  operating 
environment  that  Diba  is  licensing  to  its 
partners,  Diba  has  created  several  product 
prototypes  and  is  working  with  manufacturers 
to  bring  them  to  market.  These  prototypes 
include  the  following  products: 
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• Diba™  Information  Appliance  Suite  is  a 
suite  of  software,  including  foundation 
software  and  end-user  applications  such  as 
a Web  browser  and  an  e-mail  application. 
Diba  licenses  all  parts  of  the  modular  suite 
to  companies  wanting  to  produce 
information  appliances  or  enhance  their 
existing  services. 

• Diba™  Internet  Set  Top  Manufacturers 
Kit  is  a turnkey  solution  that  contains  all 
the  hardware  designs  and  software 
manufacturers  need  to  produce  Diba- 
enabled  Internet  set-top  devices. 

Diba  has  also  created  several  product 
prototypes  and  is  working  with  manufacturers 
to  bring  them  to  market.  They  include: 

Diba™  Mail  combines  electronic  mail  with  a 
standard  communications  terminal  and  phone 
into  a compact  unit. 

Diba™  Kitchen  is  a compact  kitchen  appliance 
that  can  provide  users  with  stereo,  CD,  audio, 
or  television  and  give  cooks  access  to  a 
graphical  recipe  and  nutrition  database.  The 
appliance  can  be  mounted  under  a cabinet  or 
placed  on  a countertop. 

Diba™  Financial  Assistant  is  an  electronic 
banker,  stockbroker,  tax  advisor,  and 
bookkeeper.  It  can  organize  confidential 
financial  information  as  a personal  on-line 
desktop  device. 

Diba ™ Tour  Director  is  a portable  travel  mate 
that  has  functions  including  booking  hotel 
rooms  and  making  restaurant  reservations. 

Diba™  Yellow  Pages  is  an  electronic  directory. 
It  allows  access  to  information  found  in  the 
Yellow  Pages. 


Marketing  and  Sales 

Diba  markets  Diba-based  information 
appliances  with  its  manufacturing  partners. 
The  company  has  also  created  a Web  site  to 
educate  potential  prospects. 

Diba  directly  licenses  its  software  to  consumer 
electronics  manufacturers.  The  company  uses 
an  in-house  sales  organization  to  sell  its 
technology,  and  is  also  working  with  resellers, 
systems  integrators,  and  overseas 
distributors. 

Clients 

Companies  using  Diba  technology  to  develop 
products  include  Samsung,  LodgeNet, 
Panasonic,  and  Proxima  Corporation. 

Alliances 

Diba  has  established  individual  alliances  to 
foster  the  development  of  information 
appliances  using  Diba  technology.  The 
company  has  also  created  a program,  Diba 
Innovators  Alliance,  to  help  bring  information 
appliances  to  market. 

Over  20  of  the  largest  U.S.  ISPs  have  joined 
the  Diba  ISP  Certification  Program  and  over 
100  content  companies  have  joined  the  Diba 
Content  Program. 

Individual  alliances  include  the  following: 

• In  June  1997,  DOT  Matrix  Limited 
announced  that  it  will  use  Diba’s  Open 
Software  Suite  as  the  foundation  for  its 
DOT  device,  a consumer  Internet  terminal 
targeted  at  information  providers 
worldwide.  The  first  DOT  terminals  based 
on  Diba’s  software  will  be  available  in  the 
third  quarter  of  1997. 

• In  May  1997,  the  Taiwan-based  SAMPO 
Group  partnered  with  Diba  to  sell  Diba- 
enabled  Internet  television  set-top  devices 
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in  retail  outlets  under  its  own  brand  name 
in  China  and  Taiwan.  The  SAMPO  Group 
has  agreed  to  manufacture  and  distribute 
the  devices  to  Internet  service  providers 
and  through  nonretail  channels  in  the  U.S. 

• In  May  1997,  DynaLab,  Inc.  entered  a 
partnership  with  Diba  to  resell  and 
distribute  Diba’s  software  and  technology 
to  Asia-based  consumer  electronics 
companies,  manufacturers,  and  service 
providers. 

• LodgeNet  Entertainment  Corporation  and 
Diba  have  worked  collaboratively  on  the 
development  of  a test  system  for  an 
Internet  browser  product  based  on 
LodgeNet’s  b-LAN  system  architecture.  In 
March  1997,  LodgeNet  announced  the 
installation  of  one  such  test  system. 

• In  November  1996,  Mitsubishi  Electronics 
America,  Inc.  and  Diba  announced  an 
agreement  to  collaborate  on  a technology 
platform  intended  to  reduce  the 
component  costs  of  information  appliances 
by  as  much  as  50%  while  providing 
significant  performance  gains. 

• Zenith  Electronics  Corporation  and  Diba 
have  jointly  developed  NetVision,  an 
Internet-enabled  television. 

• NEC  selected  Diba’s  software  technology 
for  use  in  conjunction  with  NEC’s  new 
RISC  microprocessors  targeted  for  use  by 
information  and  Internet-based  appliance 
manufacturers. 

• Proxima  Corporation  selected  Diba’s 
software  technology  to  Internet-enable  its 
overhead  viewing  product  line. 

Diba  Innovator’s  Alliance  (DIA) — Diba 

envisions  DIA  as  a medium  for  providing 

everyone  who  wants  to  participate  in 


appliance  creation  with  the  resources  they 
need. 

• DIA  is  targeted  at  application  developers, 
consumer  electronics  providers, 
manufacturers,  hardware  technology 
providers,  and  distributors. 

• In  June  1997,  Diba  announced  that  eleven 
of  the  largest  U.S.  Internet  service 
providers  (ISPs)  had  joined  the  Diba  ISP 
Certification  Program  and  have  had  their 
Internet  services  tested  and  verified  as 
compatible  with  the  Diba  Information 
Appliance  Software  Platform.  These 
companies  include  AT&T  WorldNet 
Service,  Bell  Atlantic  Internet  Solutions, 
Best  Internet  Communications,  Inc., 
Concentric  Network  Corporation, 
EarthLink  Network,  Inc.,  GTE,  IBM 
Global  Services,  Metricom,  Pacific  Bell 
Internet  Services,  PSI  Net,  Inc.,  and 
Southwestern  Bell  Internet  Services,  Inc. 

Competition 

Although  Diba  is  focusing  on  being  the  sole 
provider  of  a broad  software  operating 
environment  for  the  information  appliance 
marketplace,  the  company  foresees 
competition  in  vertical  markets. 

Diba  identifies  the  following  companies  as 
potential  vertical  competitors:  Microsoft 
Windows  CE,  WebTV,  and  Navio. 

Assessment 

Diba  feels  that  its  strengths  include  the 
following: 

• Open  system:  Diba’s  open  system  works 
with  any  ISP  and  enables  Diba’s  software 
to  be  compatible  with  any  platform  and  to 
run  any  type  of  information  appliance. 
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• Modular:  The  Diba  software  is  modular, 
allowing  developers  to  license  any 
combination  of  software  functionality. 

• Portable:  Developers  can  use  an  existing 
microprocessor/microkernel  combination 
or  create  new  platforms.  The  portability  of 
Diba’s  software  also  allows  cross-platform 
development. 

• Complete:  Diba  offers  complete  end-user 
applications  that  can  be  used  as  is  or 
customized.  Any  element  of  the  Diba 
software  can  be  customized.  Each  element 
has  an  open  API  for  extensibility. 
Manufacturers’  kits  provide  business 


opportunities  to  companies  wanting  to 
bring  Internet  set  tops  to  the  market. 

• Compact:  The  Diba  software  architecture 
is  compact  and  requires  a very  small 
footprint,  allowing  the  creation  of 
information  appliances  at  consumer  prices 
under  $300. 

The  company  feels  that  its  challenges  for  the 
future  include  maintaining  open  standards  for 
all  parts  of  the  software  as  more  proprietary 
systems  are  released  by  other  companies  and 
partnering  with  “best-of-breed”  server 
companies  to  provide  enhanced  server 
technologies  to  information  appliance  users. 
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DIEBOLD,  INC. 

P.O.  Box  8230 
818  Mulberry  Street,  SE 
Canton,  OH  44711 
Phone:  (216)489-4993 


Chairman  & CEO:  R.W.  Mahoney 

President  & COO:  R.P.  Barone 

Status:  Public 

Total  U.S.  Employees:  4,183 

Total  Revenue:  $506,200,000 

Fiscal  Year  End:  1 2/31  /91 


Key  Points 

• Diebold,  Inc.  is  a world  leader  in  financial  self-service  transaction 
systems,  security  products,  and  customer  service. 

• The  company,  headquartered  in  Canton  (OH),  has  international 
offices  in  Canada,  England,  Germany,  and  Hong  Kong,  and 
manufacturing  facilities  in  Ohio,  Virginia,  and  South  Carolina. 

• Diebold's  stated  mission  is  to  increase  shareholder  value  by 
improving  profits  from  operations  in  the  automation  of  self-service 
transactions,  security  products,  software  and  service  for  the 
company's  global  financial  and  commercial  markets. 
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Company 

Description 

Diebold  is  an  established  worldwide  supplier  of  banking  equipment  and 
a leading  manufacturer  of  automated  teller  machines  (ATMs). 

Diebold  has  a long-established  relationship  with  the  banking 
community  and  has  developed  a large,  national  field  organization  to 
support  these  critical  applications. 

Diebold  is  organized  into  four  business  units  to  allow  the  concentration 
of  resources  and  energies  on  core  products  and  services:  InterBold, 
Diebold  Security  Products,  Diebold  North  American  Sales  and  Service, 
and  Diebold  International  Sales  and  Service. 

Company  History 

Founded  in  1859,  Diebold  manufactures  and  services  a range  of 
products  for  the  financial  industry,  including  vaults  and  safes,  electronic 
security  systems,  and  self-service  banking  systems.  Diebold  has  over  30 
years'  experience  in  the  remote  banking  service  market  and  over  20 
years'  experience  in  the  ATM  computer  and  controller  service  market. 

The  company  has  been  in  the  multivendor  maintenance  business 
informally  for  many  years,  and  entered  the  market  formally  with  a 
multivendor  services  program  in  1983. 

Financials 

Diebold's  1991  U.S.  maintenance  revenue  was  $228.0  million,  an 
increase  of  1%  over  1990  revenue  of  $225.0  million.  Total  company 
revenues  reached  $506.2  million  in  1991,  an  increase  of  3%  over  1990 
revenues  of  $490.0  million. 

Alliances 

In  September  1990,  Diebold  and  IBM  announced  the  formation  of  a 
new  joint  venture,  InterBold,  to  provide  ATMs  and  other  financial  self- 
service  systems  worldwide.  Diebold  owns  the  majority  of  the  venture, 
with  IBM  owning  the  smaller  share. 

• InterBold,  headquartered  in  Canton  (OH),  is  offering  a full 
complement  of  products,  from  low-end  cash  dispensing  equipment  to 
high-end  full-function  ATMs. 

• InterBold  will  market  the  full  product  line  in  the  U.S.,  with  Diebold 
providing  the  installation  and  support.  IBM  will  market  and  service 
the  product  line  outside  of  the  U.S. 

In  February  1989,  Diebold  entered  into  an  agreement  with  Tandem 
Computers  to  provide  service  and  support  to  Tandem  and  non-Tandem 
distributed  products  (terminals,  printers,  workstations,  and  point-of- 
sale  devices)  at  Tandem  service  locations. 
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Acquisitions 

In  December  1991,  Diebold  purchased  certain  assets  of  Systemes  de 
Securite  Omnitron  Inc.,  a Montreal-based  security  service  business. 
This  acquisition  enhanced  Diebold's  Canadian  presence  in  both 
security  products  and  service. 

• The  purchased  assets  included  service  contracts  and  service  parts 
inventories.  Diebold  Company  of  Canada  provides  installation  and 
service  for  access  control  and  electronic  security  systems  in 
Montreal,  Ottawa,  Ontario,  and  eastern  Canada. 

In  December  1990,  Diebold  announced  the  completed  purchase  of 
certain  assets  of  IBM's  ATM  service  business,  including  existing  ATM 
maintenance  agreements  and  service  parts  inventories  required  to 
support  the  installed  base  of  IBM  ATMs  in  the  U.S. 

In  June  1989,  Diebold  acquired  certain  assets  of  the  Field  Service 
Division  of  the  Payment  Service  Division  of  Electronic  Data  Systems 
Corp.  This  division  of  EDS'  Payment  Service  Division  had  provided 
hardware  maintenance  for  ATMs,  teller  terminals,  and 
telecommunications  devices  related  to  the  payment  Services  Division's 
electronic  funds  transfer  transaction  processing  services.  The 
purchased  assets  included  EDS  service  contracts  and  service  parts 
inventories. 

Competitors 

Diebold's  main  competitor  in  the  ATM  and  financial  equipment 
market  is  ATT/NCR.  Other  companies  that  compete  with  the  service 
portion  of  Diebold's  business  include  IBM,  Bell  Atlantic  Business 
Systems  Services,  Intelogic  Trace,  Novadyne,  Idea  Servcom,  JWP 
Information  Services,  and  ComputerLand. 

Key  Products  and 
Services 

Diebold  has  given  responsibility  for  each  of  its  products  and  services  to 
four  operating  units,  each  with  its  own  focus: 

• InterBold,  the  joint  venture  with  IBM,  operates  as  a fully  integrated 
division  of  Diebold  focusing  completely  on  ATMs  and  related 
systems. 

• Diebold  Security  Products  is  responsible  for  designing  and 
manufacturing  physical  security  products  such  as  vaults  and  safe 
deposit  boxes;  electronic  security  products,  including  everything 
from  access  control  systems  to  security  monitoring  networks;  and 
facility  products,  like  pneumatic  drive-up  banking  systems  and 
undercounter  storage  equipment. 
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Industry  Markets 

Geographic 

Markets 


• Diebold  North  American  Sales  and  Service  performs  maintenance 
on  all  Diebold  and  InterBold  products  and  associated  equipment 
from  other  manufacturers,  virtually  all  retail  banking  equipment. 

• Diebold  International  Sales  and  Service  works  with  IBM's  global 
marketing  organization  and  a variety  of  international  distributors  to 
sell  and  service  InterBold  and  Diebold  products  globally. 

In  support  of  the  installed  base  of  ATMs  and  other  associated  financial 

processing  equipment,  Diebold  has  developed  several  programs  to 

better  serve  their  customers. 

• All  calls  are  monitored  by  engineers  in  the  Technical  Assistance 
Center(TAC).  For  critical  problems  that  can  be  solved  by  the 
customer,  the  TAC  phones  the  customer  with  the  solution.  For 
problems  that  require  a customer  service  engineer,  the  TAC  sends 
the  engineer  the  information  needed  to  solve  the  problem  quickly. 

• Through  the  Diebold  Electronic  Customer  Access  Link  (DECAL), 
customers  have  direct  access  to  their  computers  in  Diebold's 
Customer  Response  Center  (CRC).  This  enables  customers  to  place 
maintenance  requests,  track  response  status,  and  investigate  their 
equipment's  service  history  from  their  own  computers.  A detailed 
history  of  every  piece  of  equipment  maintained  is  in  the  on-line, 
real-time  information  system  FACTS  (Field  Automated  Control  and 
Tracking  System)  for  access  from  the  CRC. 

• Service  technicians  also  have  access  to  the  CRC  from  hand-held 
computers  to  bring  the  company's  centralized  data  right  to  the  field 
site. 

• Diebold  has  also  developed  an  on-line  Service  Parts  Information 
System  (SPINS),  to  track  and  maintain  parts  at  local  branches,  and 
in  the  customer  service  engineers'  vans  to  find  the  required  parts  as 
quickly  as  possible.  Replacement  parts  are  automatically  sent  to 
replace  those  used  in  the  service  call. 


Diebold  focuses  almost  exclusively  on  the  financial  services  market. 


Approximately  78%  of  Diebold's  1991  total  revenue  was  derived  from 
the  provision  of  equipment  and  services  in  the  U.S.  and  22%  from 
other  international  sources. 
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Digital  Equipment  Corporation 


Chairman,  President 

& CEO:  Robert  B.  Palmer 

111  Powdermill  Road 

Maynard,  MA  01754-2571 

Phone:  (508)493-5111 

Internet:  Http://www.digital.com 


Status:  Public 

Employees:  61 ,700  (7/95) 

Revenue:  $13,813,062,000 

Fiscal  Year  End:  7/1/95 


Key  Points 

• Digital  Equipment  Corporation  (Digital)  is  a 
leading  provider  of  open  client/server 
solutions,  from  personal  computing  to 
integrated  worldwide  information  systems. 

• In  September  1995,  Digital  announced  its 
strategic  focus  on  connectivity  solutions  and 
three  growth  areas — high-performance 
applications  on  UNIX,  Windows  NT  across 
the  enterprise  and  connectivity  within  and 
across  enterprises. 


• In  August  1995,  Digital  and  Microsoft 
announced  a strategic  alliance  that  combines 
Microsoft’s  client/server  products  with 
Digital’s  enterprise  systems,  service,  support 
and  systems  integration  to  provide 
Windows-based  solutions  for  enterprise 
computing. 

• As  a result  of  major  restructuring  and  cost 
reduction  efforts  undertaken  over  the  past 
year,  Digital  reported  net  income  in  fiscal 
1995 — for  the  first  time  in  five  fiscal  years. 

• A comprehensive  reorganization  plan 
announced  in  July  1994  resulted  in  the 
elimination  of  Digital’s  traditional 
functionally  highly  matrixed  organization 
and  the  restructuring  of  Digital  into  product 
and  service  business  units.  During  the  year, 
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Digital  disbanded  its  Digital  Consulting 
unit,  with  systems  integration  activities 
being  moved  to  the  Accounts  Business  Unit 
of  Digital’s  Computer  Systems  Division,  and 
outsourcing  and  network 
management/integration  activities  to  the 
Multivendor  Customer  Services  unit. 

• During  fiscal  1995,  Digital  also  divested 
certain  nonstrategic  businesses  that 
contributed  approximately  5%  to  total  fiscal 
1994  revenue,  including  various  software 
products,  portions  of  its  storage  business,  a 
software  distribution  subsidiary,  a contract 
manufacturing  business  and  a 
semiconductor  manufacturing  facility. 

• During  the  year,  total  employment  was 
reduced  by  16,000 — or  21% — from  fiscal 
1994.  In  the  past  five  years,  Digital  has  cut 
its  employment  in  half  while  maintaining 
revenue  at  approximately  the  same  level. 

• Digital  has  recently  established  the 
Connectivity  Software  Business  Unit — a 
separate  unit  devoted  to  creating  industry- 
leading solutions  for  client/server,  Internet 
and  enterprise  connectivity. 

Company  Description 

Digital  implements  and  supports  networked 
platforms  and  applications  in  multivendor 
environments.  Building  on  its  core 
competencies  in  software,  systems,  networks 
and  services,  Digital — working  with  its 
business  partners— provides  a range  of 
information  processing  solutions,  from 
personal  computers  to  integrated  worldwide 
networks.  Digital’s  products  and  services  for 
open  client/server  computing  help  customers 
simplify  business  practices  and  enhance 
organizational  productivity. 

Digital  is  focusing  on  four  strategic  business 
areas  to  attain  a leadership  position  in 


connectivity  and  open,  multivendor 
client/server  computing: 

• Connectivity  Software — frameworks  needed 
to  develop  client/server  applications  and 
integrated  PC,  Macintosh,  UNIX,  OpenVMS, 
Windows  NT,  Digital  UNIX,  Sun,  Hewlett- 
Packard,  IBM  and  other  systems. 

• System  Platforms — 64-bit  and  32-bit  client 
and  server  systems  based  on  Alpha  AXP, 
VAX  and  Intel  microprocessors  with  the 
capacity  to  handle  the  huge  amounts  of 
information  inherent  in  enterprise-wide 
client/server  applications. 

• Components — hardware  and  software 
needed  to  open  up  the  information 
superhighway  and  link  clients  and 
servers — switches,  routers,  hubs,  network 
operating  systems  and  mobile/wireless  and 
other  telecommunications  solutions. 

• Client  / Server  Services — systems  and 
network  integration  and  multivendor 
customer  services  needed  to  plan,  design, 
integrate,  implement,  manage  and  maintain 
open  client/server  networks  that  include 
both  legacy  systems  and  new  technology. 

Digital  does  business  in  more  than  100 
countries  and  develops  and  manufactures 
products  in  the  Americas,  Europe  and  the 
Asia/Pacific  region. 

Organization  and  Structure 

During  fiscal  1995,  Digital  realigned  its 
vertically  integrated  businesses  and  created 
independent  business  units. 

Digital’s  current  organizational  structure  is 
shown  in  Exhibit  A. 
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Exhibit  A 

Digital  Equipment  Corporation  Organization  Chart 


Source:  Digital  Equipment  Corp. 
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The  company  is  divided  into  five  major 
groups — the  Multivendor  Customer  Services 
Division,  the  Computer  Systems  Division,  the 
Components  Division,  the  Connectivity 
Software  Business  Unit  and  Digital 
Semiconductor. 

The  Multivendor  Customer  Services  (MCS) 
Business  Unit,  headed  by  John  J.  Rando  (VP 
and  General  Manager)  with  22,000  employees, 
is  responsible  for  all  aspects  of  servicing  and 
supporting  multivendor  environments, 
including  hardware  and  software  installation, 
PC  integration,  traditional  maintenance  of 
hardware  and  applications  and  telephone 
“help  desk”  advisory  support.  The  MCS 
business,  which  represents  more  than  35%  of 
Digital’s  revenues  and  an  even  more 
substantial  share  of  its  contribution  margin, 
includes  the  following  business  segments: 

• Availability  Services,  headed  by  Jean  Hoxie- 
Wasco,  provides  multivendor  hardware  and 
software  maintenance  and  installation 
services  to  keep  customers’  multivendor 
environments  operational  and  current. 

• Outsourcing  & Productivity  Services,  headed 
by  Tim  Leisman,  provides  asset 
management,  systems  operations  and  help 
desk  services  to  improve  customers’  return 
on  their  information  system  assets. 

• Network  Integration  Services,  headed  by 
Graeme  Shorter,  provides  network 
integration  and  migration  services  to  help 
customers  plan,  design  and  implement 
multivendor  networks. 

The  Computer  Systems  Division,  headed  by 
Enrico  Pesatori  (VP  and  General  Manager), 
has  three  worldwide  business  units,  each  with 
its  own  revenue  and  profit  responsibility  and 
each  with  control  over  engineering  and 
product  development,  manufacturing  and 
logistics,  marketing  and  communications, 


business  information  systems,  channel 
recruitment  and  support  and  sales. 

• The  PC  Business  Unit,  headed  by  Bruce 
Claflin  (VP  and  General  Manager),  is 
responsible  for  profitably  engineering, 
manufacturing,  marketing  and  selling 
Digital’s  PC  products  through  indirect 
business  partners. 

• The  Systems  Business  Unit,  headed  by 
Harold  D.  Copperman  (VP  and  General 
Manager),  is  responsible  for  profitably 
engineering,  manufacturing,  marketing  and 
selling  high-volume  computer  systems 
through  indirect  business  partners.  These 
products  include  Digital’s  Alpha-based 
workstations  and  servers  as  well  as  the 
operating  systems  and  layered  software 
needed  to  implement  open  client/server 
solutions. 

• The  Accounts  Business  Unit,  headed  by 
Vincenzo  Damiani  (VP  and  General 
Manager)  is  responsible  for  profitably 
meeting  the  needs  of  major  customer 
accounts  worldwide  and  bringing  together 
the  right  Digital  and  business  partner 
products  and  solutions  to  meet  that 
customer’s  needs,  including  providing 
systems  integration  services.  In  addition  to 
receiving  product  and  service  support  from 
the  other  business  units,  this  unit  and  its 
customers  are  supported  by  technical 
integration  consultants  within  local 
Technical  Integration  Centers. 

The  Components  Division,  headed  by  Charles 
F.  Christ  (VP  and  General  Manager),  consists 
of  three  business  units  whose  products  provide 
computing  solutions  to  the  open, 
heterogeneous,  networked  client/server 
environment. 

• The  Components  and  Peripherals  Business 
Unit  consists  of  three  lines  of  business: 
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- The  Embedded  and  Real-time  Business 
develops  and  markets  hardware  and 
software  products  based  on  next- 
generation  technologies  for  the  specific 
requirements  of  original  equipment 
manufacturers  (OEMs). 

- The  Multia  Business  delivers  a new 
category  of  connectivity  computing 
solutions — the  enterprise  client.  The 
Multia  client  family,  which  includes  both 
Alpha  and  Pentium-based  versions, 
bridges  the  gap  between  OpenVMS,  UNIX, 
mainframe,  Windows  3.1,  Windows  95  and 
Windows  NT  environments. 

- The  Printing  Systems  Business  delivers 
printing  and  imaging  capabilities  for  the 
open,  internetworked  computing 
environment. 

• The  Network  Products  Business  provides 
networking  products  within  the  enVISN 
(Enterprise  Virtual  Intelligent  Switched 
Networks)  open  network  architecture  and 
product  strategy. 

• The  Storage  Business  Unit  provides  modular 
storage  solutions  for  multiplatform 
computing  environments,  including  Digital, 
HP,  IBM  and  Sun. 

The  Connectivity  Software  Business  Unit, 
announced  in  November  1995  and  headed  by 
Ilene  Lang,  will  develop,  market  and  sell 
software  solutions  for  client/server,  Internet 
and  enterprise  connectivity. 

Digital  Semiconductor,  headed  by  R.E. 

Caldwell  (VP),  is  responsible  for 
semiconductor  design  and  process  engineering, 
manufacturing,  acquisition  and  test,  and 
semiconductor  marketing. 

Digital  also  has  an  Advanced  Technology 
Group  headed  by  William  D.  Strecker  (VP) 


and  reporting  to  Bob  Palmer.  This  group  is 
responsible  for  Digital’s  future  technology 
strategy  and  consists  of  Corporate  Research, 
Corporate  Standards  and  a number  of  small 
groups  focused  on  key  technology  areas. 

Company  Strategy 

In  September  1995,  Digital  announced  its  new 
corporate  strategy,  which  includes  the 
following  elements: 

• Competing  in  four,  well-defined  horizontal 
segments — Components,  Systems  Platforms, 
Connectivity  Software  and  Client/Server 
Services,  including  support  services.  Digital 
will  seek  a leadership  position  within  each  of 
these  segments. 

• Addressing  the  increasing  challenge  of 
getting  a range  of  components  provided  by  a 
spectrum  of  companies  to  work  seamlessly 
together,  Digital  will  focus  its  systems 
integration  capabilities  on  large  customers 
in  targeted  industries.  Digital’s  objective  is 
to  work  in  cooperation  with  value-added  and 
SI  partners  to  deliver  integration  capability 
for  all  of  its  customers  and  prospects, 
thereby  providing  them  with  the  elements  of 
those  horizontal  segments  of  the  market  in 
which  Digital  will  not  compete,  such  as 
software  applications  or  business  process 
consulting. 

• Digital  will  focus  a significant  portion  of  its 
investments,  resources  and  partnerships  on 
providing  the  critical  integrated 
components — network  hardware,  software 
and  services — needed  to  resolve  the 
connectivity  problems  of  its  customers. 

Digital  has  identified  and  will  aggressively 
pursue  three  customer-driven  growth 
strategies  for  addressing  cutomer 
expectations: 
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• Providing,  directly  and  through  partners, 
what  the  customer  needs  to  implement  high- 
performance  enterprise  applications  on 
UNIX 

• Providing,  directly  and  through  partners, 
what  the  customer  needs  to  implement  NT 
across  the  enterprise.  For  many  customers, 
this  implies  integration  and  co-existence 
with  Open  VMS,  MVS  and  other  mission- 
critical  operating  systems. 

• Providing,  directly  and  through  partners, 
what  the  customer  needs  to  implement  and 
enable  connectivity  within  and  across 
enterprises 

Digital’s  corporate  software  strategy  includes 

the  following  elements: 

• Digital  plans  to  provide,  directly  and 
through  partners,  high-performance 
enterprise  UNIX  applications,  seamless 
integration  of  Windows  NT  into  the 
enterprise  and  secure  connectivity  within 
the  enterprise  and  beyond.  In  addition  to 
these  three  high-growth  opportunities, 
Digital  remains  committed  to  the  OpenVMS 
software  environment,  with  plans  for  added 
functionality  and  integration  with  Windows 
NT. 

• Alliances/partnerships,  such  as  those  with 
Microsoft  and  Oracle,  are  critical  to  meeting 
customer  needs. 

• Digital  has  realigned  its  software  products 
into  three  horizontal  business 

models — platform  software,  systems 
integration  software  and  connectivity 
software— to  realize  the  potential  of  its 
software  investments. 

• Digital  has  formed  a new  business  unit — the 
Connectivity  Software  Business  Unit — which 


includes  existing  connectivity  products  and 
will  develop  new  products  to  meet  specific 
needs  of  connectivity  customers. 

Digital’s  focus  for  its  outsourcing  services 
includes  providing  services  to  manage  data 
center,  desktop,  migrations,  processing, 
Internet  and  business  recovery  services. 

Digital’s  strategy  pertaining  to  its  systems 
integration  and  related  professional  services  is 
to  leverage  its  core  competencies  around 
information  technology,  networking  and 
distributed  computing. 

Financials 

Digital’s  fiscal  1995  revenue  reached  $13.8 
billion,  a 3%  increase  over  fiscal  1994  revenue 
of  $13.45  billion.  Excluding  divestitures, 
fiscal  1995  revenue  increased  6%  over  the 
prior  year.  A five-year  financial  summary  is 
shown  on  the  following  page. 

Net  income  for  fiscal  1995  reached  $121.8 
million,  compared  to  net  losses  of  $2,156 
billion  for  fiscal  1994. 

• Fiscal  1995  results  include  a $64.5  million 
benefit  due  to  the  cumulative  effect  of 
changes  in  the  method  of  accounting  for 
income  taxes. 

• Results  for  fiscal  1994  include  $1.2  billion  in 
restructuring  charges  and  a $51.0  million 
charge  for  the  cumulative  effect  of  changes 
in  the  method  of  accounting  for  income 
taxes. 

Revenue  Analysis  by  Product  / Service 

Approximately  55%  of  Digital’s  fiscal  1995 
revenue  was  derived  from  product  sales  and 
45%  from  services  and  other  items.  A three- 
year  summary  of  source  of  revenue  is  also 
shown  on  the  following  page. 
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Digital  Equipment  Corporation 
Five-Year  Financial  Summary 
(S  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

7/1/95 

7/2/94 

7/3/93 

6/92 

6/91 

Revenue 

$13,813 

$13,451 

$14,371 

$13,931 

$13,911 

• Percent  change  from 
previous  year 

3% 

(6%) 

3% 

__ 

7% 

Income  (loss)  before  taxes 

$76 

$(2,020) 

$(224) 

$(2,078) 

$(520) 

• Percent  change  from 
previous  year 

104% 

(b) 

(802%) 

89% 

(300%) 

(519%) 

Net  income  (loss) 

$122 

$(2,156) 

$(251) 

$(2,796) 

$(617) 

• Percent  change  from 
previous  year 

(a) 

106% 

(c) 

(759%) 

91% 

(353%) 

(930%) 

Earnings  (loss)  per  share 

$0.59 

$(15.80) 

$(1.93) 

$(22.39) 

$(5.08) 

• Percent  change  from 
previous  year 

104% 

(719%) 

91% 

341% 

961% 

(a)  Includes  a $64.5  million  benefit  due  to  the  cumulative  effect  of  a change  in  the  method  of  accounting  for 
income  taxes. 

(b)  Includes  restructuring  charges  of  $1.2  billion. 

(c)  Includes  a $51.0  million  charge  related  to  a change  in  the  method  of  accounting  for  income  taxes. 


Digital  Equipment  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

7/1/95 

7/2/94 

7/3/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Product  sales 
- Alpha-based  systems 

$1,675 

12% 

$935 

7% 

$228 

2% 

- Intel-based  PCs 

1,980 

14% 

1,380 

10% 

683 

5% 

- VAX  systems 

762 

6% 

1,367 

10% 

2,580 

18% 

- Other  (a) 

3.199 

23% 

3.509 

26% 

4.097 

28% 

$7,616 

55% 

$7,191 

53% 

$7,588 

53% 

Service  and  other  revenue 

6,197 

45% 

6,260 

47% 

6,783 

47% 

Total 

$13,81 

3 

100% 

$13,45 

1 

100% 

$14,37 

1 

1 00% 

(a)  Includes  software,  storage  subsystems,  network  products,  memory  products,  printers  and  other  component 
parts. 
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Product  sales  increased  in  fiscal  1995  due 
principally  to  increased  demand  for  Alpha- 
based  systems  and  Intel-based  personal 
computers,  offset  by  the  effects  of  divestitures 
and  reduced  VAX  systems  revenue  as  the 
company  approaches  the  end  of  a major 
product  transition.  Adjusted  for  divestitures 
described  below,  product  sales  for  fiscal  1995 
increased  by  14%  over  the  prior  year. 

• Increased  demand  for  Digital’s  UNIX-based 
offerings  and  server  products  contributed  to 
the  growth  in  Alpha-based  systems  revenue 
in  fiscal  1995. 

• New  products  and  expanded  distribution 
channels  contributed  to  growth  in  demand 
for  Digital’s  personal  computer  products. 

In  fiscal  1995,  the  components  of  Digital’s 
service  revenue  reflected  the  changing  nature 
of  Digital’s  business,  including  anticipated 
lower  levels  of  revenue  from  VAX  systems 
maintenance  business,  increased  revenue  from 
multivendor  maintenance  services  and  more 
competitive  pricing.  In  addition,  during  the 
year,  Digital  focused  on  systems  integration 
opportunities  that  align  with  its  technical 
competencies. 

Information  Services  Revenue 
INPUT  estimates  that  Digital’s  fiscal  1995 
U.S.  information  services  revenue  was 
approximately  $1.15  billion,  segmented  as 
follows  ($  millions): 


Systems  integration  and 

professional  services $600 

Systems  operations 300 

Proprietary  software  products 250 


$1,150 

Interim  Results 

Revenue  for  the  six  months  ending  December 
31,  1995  reached  more  than  $7.2  billion,  up 


from  nearly  $6.6  billion  for  the  same  period  in 
1994.  Net  income  reached  $196.9  million,  up 
significantly  from  the  net  loss  of  $111.7 
million  reported  for  the  same  period  a year 
ago. 

• Product  revenue  grew  by  18%  to  $4.17 
billion,  led  by  growth  in  Alpha  systems  and 
personal  computer  sales.  Digital’s  VAX 
system  revenue  continues  to  decline  as 
customers  make  the  transition  to  Alpha  and 
now  represents  less  than  5%  of  product 
revenue.  Revenue  from  the  company’s  other 
product  businesses,  including  storage 
subsystems,  networks  and  software,  also 
increased. 

• Services  revenues  declined  slightly  to  $3.06 
billion.  While  VAX  maintenance  revenues 
were  down  slightly,  the  decline  was  offset  by 
significant  growth  in  the  company’s 
multivendor  services,  network  integration 
services  and  Alpha  systems  maintenance 
and  support. 

Market  Financials 

Digital  provides  its  products  and  services  to  a 
range  of  client  companies,  including  medium- 
sized and  large  companies  in  all  major 
industries  worldwide. 

For  its  systems  integration  and  professional 
services,  the  company  targets  large  corporate 
customers. 

For  its  outsourcing  services,  the  company 
targets  companies  with: 

• Global  expansion/support  requirements 

• Distributed  IT  computing  environments 

• Financial  stability/experiencing  growth 

• Multidivision  organizational  structure 
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• Considering/evaluating  migration  to  open 
client/server  systems 

• Acknowledged  as  an  innovator  within  its 
industry 

• Complex  network;  mixed  voice/data/video 

• Distributed,  yet  connected,  business  culture 

• Global  organization 


• Experiencing  change  through  business 
process  reengineering,  mergers/acquisitions 
or  divestitures 

• Aggressive,  expansion-minded 
managers/management 

Geographic  Markets 

Digital  derived  approximately  35%  of  its  fiscal 
1995  revenue  from  the  U.S.  and  65%  from 
international  sources.  A three-year 
geographic  source  of  revenue  summary 
follows: 


Digital  Equipment  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

7/1/95 

7/2/94 

7/3/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

- Unaffiliated  customer  sales 

$4,816 

35% 

$5,177 

38% 

$5,219 

36% 

- Inter-area  transfers 

1,426 

10% 

1,831 

14% 

1,794 

12% 

Europe 

- Unaffiliated  customer  sales 

5,973 

43% 

5,832 

43% 

6,974 

48% 

- Inter-area  transfers 

792 

6% 

373 

3% 

634 

4% 

Canada,  Latin  America,  Asia-Pacific 
- Unaffiliated  customer  sales 

3,024 

22% 

2,442 

18% 

2,178 

15% 

- Inter-area  transfers 

2,082 

15% 

1,707 

13% 

1,379 

10% 

(Eliminations) 

(4,300) 

(31%) 

(3,911) 

(29%) 

(3,807) 

(26%) 

Total  * 

$13,81 

100% 

$13,45 

100% 

$14,37 

100% 

3 

1 

1 

* Differences  due  to  rounding. 


Divestitures 

In  December  1995,  Digital  and  Welsh,  Carson, 
Anderson  & Stowe  (WCAS)  announced  an 
agreement  to  move  Digital’s  Learning  Services 
business  to  WCAS. 


• Digital’s  Learning  Services  provides 
information  technology  training  to  Digital’s 
customers  worldwide. 

• Under  the  terms  of  the  agreement,  WCAS 
has  established  a new  training-focused 
company  called  Global  Knowledge  Network 
(GKN)  that  will  assume  the  assets  and 
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retain  all  of  the  current  Learning  Services 
employees. 

• Under  a strategic  alliance,  Digital  will 
continue  to  develop  courseware  on  its 
products  and  GKN  will  be  the  preferred 
provider  for  Digital  proprietary  training  to 
customers  and  Digital  employees. 

In  August  1995,  Digital  announced  a 
memorandum  of  understanding  to  sell  its  text 
terminals  product  business  to  SunRiver  Data 
Systems,  Inc.  (a  subsidiary  of  All-Quotes,  Inc.). 

During  fiscal  1995,  Digital  made  a series  of 
divestitures  of  businesses  that  represented 
approximately  5%  of  total  consolidated 
operating  revenues,  as  follows: 

• At  the  end  of  the  fourth  quarter  of  fiscal 
1995,  Digital  sold  its  South  Queensferry, 
Scotland  semiconductor  facility  and  related 
assets  to  a subsidiary  of  Motorola,  Inc.  for 
net  proceeds  of  approximately  $128  million. 
Approximately  530  employees  were 
transferred  to  Motorola  at  the  time  of  the 
sale. 

• At  the  end  of  the  third  quarter  of  fiscal  1995, 
Digital  sold  its  contract  manufacturing 
business  to  SCI  Systems,  Inc.,  including  a 
manufacturing  plant  in  Augusta  (ME)  for 
net  proceeds  of  approximately  $75  million. 
Approximately  700  employees  were 
transferred  to  SCI  at  the  time  of  the  sale. 

• At  the  beginning  of  the  second  quarter  of 
fiscal  1995,  Digital  sold  its  magnetic  disk 
drive,  tape  drive,  solid  state  disk  and  thin 
film  heads  businesses  (including  facilities  in 
Shrewsbury,  MA  and  Penang,  Malaysia,  as 
well  as  Digital’s  interest  in  Rocky  Mountain 
Magnetics,  Inc.)  to  Quantum  Corporation  for 
approximately  $360  million.  Approximately 
3,100  employees  were  transferred  to 
Quantum  at  the  time  of  the  sale. 


• During  the  second  quarter  of  fiscal  1995, 
Digital  sold  its  relational  database  business 
and  related  assets  to  Oracle  Corporation  for 
net  proceeds  of  $107  million.  Approximately 
250  employees  were  transferred  to  Oracle  at 
the  time  of  the  sale. 

Employees 

As  of  July  1995,  Digital  had  61,700  employees 
worldwide,  down  from  77,800  employees  at  the 
end  of  fiscal  1994. 

As  of  December  31,  1995,  Digital  had 
approximately  61,100  employees,  down  4,500 
from  a year  ago. 

Key  Products  and  Services 

This  discussion  will  focus  on  the  information 
services-related  activities  of  Digital,  including 
systems  integration,  professional  services, 
outsourcing  and  proprietary  software 
products. 

Systems  Integration  and  Professional  Services 

The  majority  of  Digital’s  systems  integration 
work  is  performed  through  the  Accounts 
Business  Unit  of  the  Computer  Systems 
Division.  Network  integration  services  are 
provided  through  the  Multivendor  Customer 
Services  Division. 

Digital  claims  systems  integration  revenue  of 
$3.4  billion  worldwide  (which  includes 
hardware/software  integration,  client/server 
technology,  IT  consulting,  application/industry 
services  and  revenue  from  Multivendor 
Customer  Services,  including  outsourcing  and 
network  services)  with  6,300  employees 
supported  through  258  locations  in  45 
countries. 

Areas  of  focus  for  growth  in  SI  include: 

• Customers  who  need  Digital’s  technology 
expertise  for  connectivity 
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• Selected  enterprise  solutions 

Digital’s  technology  expertise  for  connectivity 

falls  into  the  following  areas: 

• Windows  NT  (migration/development  and 
integration;  scalability  and 
management) — Key  products  offered  by 
Digital  in  this  area  include  BASEstar, 
LinkWorks  and  DEC/EDI.  Digital’s  key 
partner  in  this  area  is  Microsoft. 

• Internet  (planning/pilots,  firewall  products 
and  services,  information  access  and 
management) — Key  partners  in  this  area 
include  Netscape,  WAIS,  Purveyor  and 
Navisoft.  Key  customers  include  Individual 
Inc.  (Newspage),  Toys  R Us  and  Dutch  PTT. 

• Information  Management  (data  access  and 
data  warehousing) — Key  products  offered  by 
Digital  include  FMS  and  Data  Mining.  Key 
partners  include  Oracle,  Sybase,  Informix, 
Software  AG,  Business  Objects,  SAS,  Red 
Brick  and  Prism.  Key  customers  include 
Schweizerische  Krankenkasse  Helvetia, 
Rhone  Poulenc  Rorer  and  Ingersoll-Rand. 

• Enterprise  Messaging  (X.500  Directory 
Services  and  X.400  Message  Transfer 
Agents) — Key  partners  include  ISOCOR, 
INNOSOFT,  MaxWare  and  Keyword.  Key 
clients  include  the  Dutch  Ministry  of 
Agriculture  and  GE  Aircraft  Engines. 

• Application  Development  and  Integration 
(rapid  application  development,  object- 
oriented  technology,  enterprise-wide 
client/server  applications) — Key  products  in 
this  area  include  FBE,  LinkWorks  and 
Jabberwocky.  Key  partners  include 
Microsoft,  PowerSoft  and  Forte.  Key  clients 
include  Short  Brothers  and  Bank  of 
Montreal. 


• Industry  Enterprise  Solutions — 
Telecommunications  (wireless  customer  care 
and  billing,  intelligent  networks,  network 
management,  fraud  management) — Key 
products  include  TeMIP,  DEC-SS&,  FMS, 
INSP  and  AlphaServer  Voice  Platform.  Key 
partners  include  Kingston-SCL,  SEMA  and 
Bellcore.  Key  clients  include  NTT,  MCI, 
GTE  and  Generaldirektion  der  Deutschen 
Telekom. 

• Industry  Enterprise  Solutions — 
Manufacturing  (planning,  operations, 
execution) — Key  products  include  BASEstar, 
PDAS  and  LinkWorks.  Key  partners  include 
SAP,  FASTECH,  Baan  and  Oracle.  Key 
clients  include  Chartered  Semi-Conductor 
Manufacturing  and  Dow  Chemical. 

• Industry  Enterprise  Solutions — Financial 
Services 

• Cross-Industry  Enterprise 
Solutions — Electronic  Commerce  (first 
trading  partner  pilot,  enterprise  EDI 
rollout) — The  key  product  in  this  area  is 
DEC/EDI.  Key  partners  include  SAP, 

Frazer  Williams  and  Ross  Systems.  Key 
customers  include  500  sites  in  40+  countries 
at  companies  like  LEGO  and  Dutch  Land 
Registry. 

• Cross-Industry  Enterprise  Solutions — Video 
and  Interactive  Information  Services  (video 
on  demand,  ad  insertion,  corporate 
information  servers,  studio 
automation) — Digital’s  key  product  in  this 
area  is  AlphaStudio.  Customers  include 
Westminster  Cable,  Ameritech,  Svenska 
Kabel  and  U S WEST. 

• Cross-Industry  Enterprise  Solutions — SAP 
(technology  services,  implementation  and 
deployment;  targeted  areas  of 
connectivity) — Key  products  include 
BASEstar  PDAS  for  PP/PI,  DEC/EDI  and 
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FBE.  Key  partners  include  Price 
Waterhouse,  Deloitte  & Touche  and  Origin. 
Key  customers  include  Yamaha  Motors, 
Schering  Plough,  Zeneca  and  Monsanto. 

Other  professional  services  capabilities 
include  networking  services  (planning, 
development,  implementation  and 
management  of  networked  systems  and  IT 
consulting).  Systems  integration/professional 
services  project  examples  include  the 
following: 

• In  February  1995,  Digital  was  awarded  a 
$37  million  contract  from  the  German 
Patent  Office. 

• In  January  1994,  Digital  was  awarded  a $20 
million  contract  with  Polish  State  Railways 
to  supply  and  install  an  Operational 
Management  Information  System. 

• Working  in  partnership  with  GTECH  U.K., 
Digital  helped  The  Camelot 

Group — operators  of  the  U.K’s  National 
Lottery — build  a secure  network  to  process 
ticket  sales  from  35,000  retailers  throughout 
England,  Scotland,  Wales  and  Northern 
Ireland.  The  network  includes  both  VAX 
systems  running  Open  VMS  and  Alpha 
systems  running  UNIX. 

Outsourcing  Services 

Digital’s  Outsourcing  Management  Services’ 
objective  is  to  be  a leading  provider  of 
distributed  computing  and  open  client/server 
management  services  and  global  network 
management  services.  The  company’s  focus 
and  area  of  expertise  is  on  customers  who  are 
in  a distributed  computing  or  networked 
environment,  or  those  who  are  evolving 
toward  a distributed  or  open  client/server 
environment. 

Asset  Management — Digital  can  assume 
complete  life  cycle  responsibility  for  a 


customer’s  tangible  assets.  Asset 
management  can  include  any  and  all  of  the 
following  functions:  procurement,  installation, 
service,  inventory  management,  tracking, 
costing  and  disposition. 

Network  Management — Digital  offers  four 
types  of  network  management: 

• Transitional  Management — for  companies 
that  have  LANs  that  are  only  loosely 
connected  or  not  connected  at  all,  and  are 
moving  toward  increasing  interconnection. 

• Evolutionary  Management — appropriate  for 
companies  that  currently  have  broad 
distributed  intra-enterprise  computing  and 
communications. 

• Cross-Border  Management — for  companies 
that  have  a high  volume  of  information 
exchange  or  interchange  with  other  firms 
across  international  borders. 

• Enterprise  Management — Digital  takes 
responsibility  for  all  elements  of  a network’s 
infrastructure,  including  data,  voice  and 
video  networking. 

World  Wide  Web  Server  Management — Digital 
can  manage  the  technology  platform, 
implement  the  server  and  its  connection  to  the 
Internet,  manage  server  operations  around 
the  clock,  or  customize  the  platform 
configuration  and  connectivity  for  particular 
needs. 

Desktop  Management — Digital  can  manage  the 
desktop  environment  and  provide  the  needed 
support  services,  including: 

• LAN  and  server  management 

• Asset  management 
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• Support  for  stationary,  remote  and  mobile 
users  (including  help  desk) 

• Security  management  and  disaster  recovery 

• Technology  planning  to  establish  standards 
and  meet  business  needs 

• Technology  refreshment,  including 
transition  planning,  procurement  and 
deployment 

Client  / Server  Operations  & Transition 
Management — Digital  can  manage  enterprise- 
wide transition,  including  planning,  designing 
and  implementation  or  also  manage  existing 
computer  operations  during  a transition  to 
client/server  computing. 

SAP  R/3  Management — Digital  can  provide 
full  system  management,  network 
management,  help  desk  and  client  support, 
data  storage  management,  security,  asset 
management  and  disaster  recovery. 

Help  Desk  Management — Digital  can  design  a 
help  desk  solution  appropriate  for  a customer’s 
business  and  will  respond  when  employees 
need  help. 

Distributed  Systems  Management — Digital  will 
manage  multivendor  midrange  distributed 
production  data  centers  and/or  distributed 
servers  and  networks  that  link  them. 

Business  Process  Outsourcing — Services 
provided  include  billing  processing,  interoffice 
communications  and  asset  management. 

Application  Management — Digital’s  range  of 
services  in  this  area  include: 

• Assessing  present  applications  and 
recommending  improvements 

• Migrating  applications  to  new  and  faster 
platforms 


• Setting  up  and  managing  systems  for 
handling  software  product  releases 

• Introducing  policies  and  procedures  to 
improve  software  use  and  management 

• Managing  mandatory  updates 

• Integrating  disparate  application  sets  into 
one 

• Making  necessary  changes  in  data 
structures 

• Simplifying  user  interfaces 

• Opening  access  to  legacy  data 

Business  Recovery  Services — Digital  provides 
recovery  planning  (contingency  planning,  risk 
assessment  and  business  impact  analysis), 
prioritization  and  implementation  (electronic 
vaulting,  business  recovery  servers,  a 
RESTART  center,  mobile  RESTART  and 
Recover  All)  services. 

The  Digital  network  supporting  the  company’s 
outsourcing  services  encompasses  more  than 
175  processing  centers  worldwide,  with  a 
network  operating  center  in  each  of  three 
main  regions  of  the  world — the  Americas 
(Littleton,  MA),  Europe  (Valbonne)  and 
Asia/Pacific  (Singapore). 

Outsourcing  management  services 
project/contract  examples  include  the 
following: 

• Digital  is  one  of  the  five  launch  partners 
selected  by  Microsoft  to  assist  in  early 
migrations  to  Windows  95.  Digital  is 
providing  a full  solution,  including 
assessment,  migration  and  ongoing  support 
services. 

• Digital  was  also  selected  by  Microsoft  to 
manage  and  operate  The  Microsoft 
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Network’s  data  center,  which  consists  of 
more  than  200  multivendor  servers. 

• In  January  1994,  Digital  was  selected  as  the 
prime  contractor  in  a multimillion  dollar 
outsourcing  contract  with  GE’s  Aircraft 
Engines  (GEAE)  division.  Digital  is 
providing  system  management,  operational 
and  administrative  services  and  technical 
consulting  and  has  taken  over  direct  or 
remote  management  of  all  of  GEAE’s 
midrange  departmental  computer  systems 
at  13  locations  across  the  U.S. 

• Digital  was  selected  by  GM  Hughes 
Electronics/D IRECTV  to  design  and  develop 
billing  applications  software  and  operate 
and  manage  its  subscriber  management 
system  and  IT. 

• Digital  manages  operation  of  DSM 
Engineering  Plastics’  North  American 
manufacturing  operation,  which  runs  SAP 
R/3  software  on  Alpha  21000  systems  and  its 
wide-area  network  and  provides  help  desk 
services. 

• Digital  is  providing  systems  operations 
(facilities  management)  services  to  the 
Plymouth  Health  Authority. 

Multivendor  Customer  Services 

In  addition  to  outsourcing  services,  Digital 
services  and  supports  multivendor 
environments  through  hardware  maintenance, 
software  support,  installation,  network 
services,  learning  services  and  support  for  a 
range  of  IT  manufacturers  and  developers. 

• MCS,  with  22,000  employees,  has  450 
locations  in  100  countries,  14  Remote 
Customer  Support  Centers,  35  Network 
Solution  Centers,  network  service  delivery 
in  more  than  100  countries  and  14  U.S. 
training  centers. 


• Digital  supports  hardware,  software  and 
networking  products  from  Digital,  IBM, 
Hewlett-Packard,  Olivetti,  Intel,  Dell,  Apple, 
Compaq,  Sun,  Microsoft,  Novell,  Oracle, 
NeXT  and  1,400  other  vendors. 

Hardware  Maintenance — Services  include  on- 
site support,  carry-in  SERVICenters,  mail-in 
and  courier  services,  remote  diagnosis  and 
problem  solving,  self-maintenance  services 
and  equipment  disposal. 

Software  Support  Service — Services  include 
PC  application  support,  operating  system 
support,  help  desk  services,  help  desk  backup 
support,  on-line  bulletin  board  and  solutions 
databases,  licensing  and  update  support  and 
software  asset  management. 

Network  Services — Digital  provides  consulting, 
assessment,  planning  and  design, 
interoperability  testing,  network  integration, 
network  implementation,  network 
management,  performance  tuning  and 
Internet  services. 

Support  for  Information  Technology 
Manufacturing  and  Developers — Services 
include  product  and  component  repair, 
warranty  services,  serviceability  certification, 
software  support,  interoperability  testing  and 
software  publishing. 

The  Software  Utility  Program — This  program 
provides  customers  with  an  enterprise-wide 
service  that  includes  software  acquisition, 
license  management  and  tracking  and 
maintenance  to  help  reduce  support  costs  and 
ensure  smooth  implementation  and 
integration  of  new  applications. 

PC  Utility  Program — Under  this  program, 
Digital  provides  full  life  cycle  services  to 
support  desktop  users,  including: 

• Planning  and  local-area  network  design 
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• Multivendor  product  procurement 

• Staging,  installation  and  training 

• Hardware,  software  and  networking 
upgrades 

• Help  desk  support 

• Trade-in  and  product  disposal 

Technology  Migration  Services 

Online  Services  for  Software  Acquisition  gives 
customers  who  use  Digital  as  their  software 
reseller  the  ability  to  order  desktop  software 
over  the  Internet  using  the  World  Wide  Web. 

Software  Products 

Digital  has  realigned  its  software  portfolio  into 
the  following  categories: 

• Platform  software  includes  operating 
systems  and  closely  related  software  focused 
on  system  reliability,  scalability  and 
manageability. 

• Systems  integration  software  enables  a 
systems  integrator  to  deliver  a service  or 
solution  more  quickly,  reliably  or  cost 
effectively.  This  software  consists  of  tools 
and  applications  that  are  not  available 
elsewhere. 

• Connectivity  software  includes  both 
enterprise  client/server  software  and 
internetworking  software. 

Digital’s  products  are  summarized  in  Exhibit 
B on  the  following  page. 

During  1995,  Digital  announced  significant 
changes  to  its  software  licensing  practices, 
including  regrouping  products  under  three 
broad  system  classes,  improving  upgrade  and 
migration  processes  and  replacing  the 


traditional  ClusterWide  license  offering  with  a 
more  flexible  license  price  on  system  classes. 

Marketing  and  Sales 

Sales  in  the  U.S.  are  conducted  through  direct 
sales  and  through  various  third-party 
arrangements. 

Sales  and  marketing  operations  outside  the 
U.S.  are  conducted  through  sales  subsidiaries 
throughout  the  world;  by  direct  sales  from  the 
parent  corporation;  and  through  various 
representative  distributorship  arrangements, 
value-added  resellers  and  retailers. 

The  direct  sales  force  concentrates  on  the  top 
1,000  customers  and  indirect  sales  channels 
are  used  to  address  the  needs  of  other 
customers. 

Alliances 

Digital  has  alliances/agreements  with  a range 
of  vendors. 

Recent/significant  alliances  include  the 
following: 

• In  August  1995,  Digital  and  Microsoft 
announced  a strategic  alliance  to  meet 
customer  demand  for  Microsoft-based 
solutions  and  support  in  enterprise-wide 
computing.  The  alliance  combines  Microsoft 
client/server  products  with  Digital’s 
expertise  in  enterprise  systems,  service, 
support  and  systems  integration,  enabling 
customers  to  deploy  business  solutions  on 
Microsoft  Windows  and  Windows  NT 
operating  systems  with  assurance  of 
integration  into  the  most  complex  business 
environments.  As  part  of  the  agreement, 
Microsoft  committed  to  release  future  server 
software  on  Intel  and  Alpha  systems 
simultaneously  and  client  software  on  Alpha 
and  other  RISC  systems. 
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Exhibit  B 

Key  Digital-Developed  Software  Products 


Platform  Software 

SI  Software 

Connectivity  Software 

Open  VMS  Operating  System 

DEC/EDI 

POLYCENTER 

- Open  VMS  System  Software 

Framework-Based  Environment 

- Netview  UNIX  & NT 

- Open  VMS  Compilers 

LinkWorks 

- ManageWorks/LAN  Integration 

- Open  VMS  Storage 

Access  Works  (DBI) 

- Network  Management  Tools 

Management 

BASEstar,  PDAS 

- Performance  Solution  Family 

- ALL-IN-1  Family  of  Products 

TeMIP 

- AssetWorks/Asset  Management 

- MailWorks  Open  VMS 

DEC  SS7 

- Problem  Management 

- TeamLinks 

Fraud  Management 

- Scheduler/Administration 

- Datatrieve 

Jabberwocky 

- VTX 

Security  Tools 

MAI Lbus-X. 400/SMTP  backbone 

- DECset 

X.500  Directory  Services 

-ACMS  Family 

ObjectBroker 

DECMessageQ 

Digital  UNIX  Operating  System 

Firewall  for  UNIX  & NT 

- UNIX  System  Software 

Mobilizer 

- UNIX  Compilers 

Workgroup  Web 

- COHESIONworX,  TEAM/SEE 

- FUSE 

- UNIX  Storage  Management 
Software 

- Mailworks  UNIX 

Windows  NT  Operating  System 

- Windows  NT  Compilers 

- excursion 

- Clustering  Software 

NAS  Packages 

DECNET,  DEACNEAT/OSI 

PATHWORKS 

IBM  Interconnect  Products 

X.25 

RTR 

ACMSxp 

Workgroup  WebForum 
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• Digital  has  a teaming  agreement  with  Cable 
& Wireless  pic,  London  to  jointly  provide 
fully  integrated  network  solutions  to  their 
customers  worldwide.  The  agreement 
combines  the  telecommunications  expertise 
of  Cable  & Wireless  with  the  systems 
integration  and  data  networking  expertise  of 
Digital. 

Wireless  industry  partners  include 
InfoCellular,  Kingston-SCL,  MPR  Teltech 
Ltd.,  Metrica,  SAP  and  SEMA  Group  Telecom. 

Database  partners  include  Oracle,  Informix, 
Sybase  and  Software  AG. 

Competition 

Digital’s  major  competitors  for  its  systems 
integration  and  professional  services  include 
Andersen  Consulting,  Computer  Sciences 
Corporation,  Electronic  Data  Systems,  IBM, 
Hewlett-Packard,  Unisys,  SHL  Systemhouse 
(MCI)  and  CAP  Gemini. 

Major  competitors  for  outsourcing 
management  services  include: 

• Client/server — Andersen  Consulting,  CSC, 
Hewlett-Packard,  EDS  and  Unisys 

• Business  recovery  services — Comdisco, 
SunGard,  Hewlett-Packard,  IBM  ISSC  and 
AT&T 

• Intemet/Web  server  management — Bolt, 
Beranek  and  Newman  (BBN),  IBM  Global 
Network 


INPUT  Assessment 

Digital’s  major  strengths  related  to  its 

information  services  include: 

• Depth  of  knowledge  and  experience  in  the 
client/server  and  networking  environments 

• Large  installed  base 

• Worldwide  coverage 

• Integrated  approach  to  the  market  between 
hardware,  software  and  services 

Challenges  over  the  coming  year  include: 

• Implementation  of  new  integrated  strategy 

• Ability  to  retain  experienced  employees  after 
a turbulent  two  years  and  changing  of 
directions 

• Moving  away  from  the  image  of  being  a 
company  focused  solely  on  chip  technology 


Digital  Equipment  Corporation 
January  1996 


©INPUT  1996.  Reproduction  prohibited 


Page  17  of  17 


9 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


August  1996 

Dimension  X 


CEO:  Karl  Jacob 

181  Fremont  Street,  Suite  120 
San  Francisco,  CA  94105 
Phone:  (415)  243-0900 

Fax:  (415)  243-0997 

Internet:  http://www.dimensionx.com 


Status: 

Employees: 


Private 

28 


Organization  and  Structure 

Key  executives  are  listed  below: 


Company  Description 

Dimension  X,  founded  in  1995,  is  a leader  in 
providing  Java-based  platforms  and  tools  for 
communicating  ideas  and  concepts  over  the 
Internet. 

The  company’s  products  include  Liquid 
Motion,  a Java  design  tool,  and  Liquid 
Reality,  a Java/VRML  platform. 


Dimension  X 
Key  Executives 


Name 

Title 

Karl  Jacob 

CEO 

Scott  F raize 

CTO 

Hal  Tozer 

VP  Marketing 

Greg  Fry 

CFO 

Dimension  X is  headquartered  in  San 
Francisco  (CA). 


The  company  is  split  into  a Tools  section, 
responsible  for  developing  Java  tools,  and  a 
Studio  section  for  design. 
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Company  Strategy 

In  May  1996,  Dimension  X unveiled  a long- 
term strategy  to  leverage  the  synergy  between 
the  development  of  Java  tools  and  Web  site 
production. 

The  company  feels  that  the  rapid  pace  of  the 
Internet  industry  requires  a short  product 
development  cycle,  and  such  fast  development 
necessitates  the  tight  relationship  between 
production  and  tools  development.  These 
tools  can  then  be  used  and  honed  in  the 
Dimension  X Studio  before  delivery  to  the 
market. 

Dimension  X feels  that,  because  of  this 
internal  relationship,  the  company  can  focus 
on  the  development  and  support  of  new  2-D 
and  3-D  content  creation  tools  and  authoring 
environments  for  the  Internet.  These  tools 
will  then  “empower”  developers  and  artists  to 
deliver  their  own  vision  on  the  Web. 

Market  Financials 

The  company’s  Tools  products  are  targeted  at 
Web  developers,  artists,  and  end  users. 

The  Web  site  development  Studio  focuses  on 
“high-end”  sites. 

Employees 

Dimension  X currently  has  28  employees. 

Key  Products  and  Services 

Liquid  Reality 

Liquid  Reality  is  a set  of  Java  class  libraries 
that  allow  developers  to  create  tools  and 
viewers  for  interactive  VRML  2.0  applications. 

Using  the  Liquid  Reality  platform,  developers 
can  create  viewers,  tools,  and  solutions  that 
are  VRML  2.0  compliant,  and  also  that  are 
extensible  using  Java. 


Liquid  Reality  is  available  in  beta  form  for  a 
free  download  from  the  Dimension  X Web  site. 

Because  it  is  written  in  Java,  Liquid  Reality  is 
available  for  all  platforms. 

Liquid  Motion 

Liquid  Motion  is  an  authoring  tool  for  creating 
animations  in  Java.  It’s  a drag  and  drop  tool 
that  lets  nonprogrammers  create  animated 
scenes  with  backgrounds  and  soundtracks, 
sprites  with  different  behaviors,  drawn  path, 
and  more.  Using  Liquid  Motion  allows  users 
to  animate  their  Web  pages  without  writing  a 
line  of  code. 

Liquid  Motion  is  written  in  Java  andf  is 
available  on  all  platforms  for  $49.99. 

Clients 

Dimension  X’s  clients  include  Sega  of 
America,  MCA  Records,  Intel,  Fox 
Broadcasting,  AT&T,  Kenwood, 

Entertainment  Radio  Network,  and  GT,  Inc. 

Marketing  and  Sales 

Company  marketing  activities  include  trade 
shows,  on-line  marketing,  the  company  Web 
site,  and  distribution  on  Earthweb’s  Gamelan 
Web  site. 

Alliances 

Microsoft  licenses  the  Liquid  Reality  Core  for 
reading,  writing,  and  viewing  VRML  2.0  on 
the  Windows  95  and  Windows  NT  platforms 
from  Dimension  X. 

Competition 

Dimension  X’s  products  do  not  have  any  direct 
competition,  because  they  are  the  only 
development  tools  and  platforms  written  in 
Java,  and  thus  are  extensible  to  all  platforms. 

The  company’s  products  do  indirectly  compete 
with  other  Java  development  tools  from  such 
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companies  as  Macromedia,  Symantec,  and 
Borland,  but  these  tools  are  not  written  in 
Java,  and  must  therefore  be  rewritten  for 
additional  or  differing  platforms. 

The  company’s  Web  site  production  studio 
competes  with  any  Web  house  production 
agency,  including  WebBurst,  a Macintosh- 
based  production  studio. 

INPUT  Assessment 

Dimension  X’s  strengths  include: 

• Status  as  the  leading  provider  of  Java-based 
development  tools 

• A close  working  relationship  with  Sun 
Microsystems  and  Microsoft 


• Microsoft’s  licensing  of  Liquid  Reality 

• Publicity  generated  by  company-designed 
Web  sites  (The  Simpsons,  Kenwood) 

• Company  use  and  pioneering  in  the  fields  of 
Java  and  VRML 

Future  challenges  include  the  following: 

• Maintaining  leadership  status  in  the 
increasingly  competitive  Java  development 
tools  market 

• Managing  rapid  company  growth 
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Donnelley  Enterprise 
Solutions,  Inc. 


Chairman, 

President  & CEO:  Rhonda  Kochlefl 
161  North  Clark  Street 
Suite  2400 
Chicago,  IL  60601 

Phone:  (312)419-1020 

Fax:  (312)419-7659 

jP\T^7[TrP 

library 

Status:  Subsidiary 

Parent:  R.R.  Donnelley  & Sons 

Employees:  830 

Revenue:  $75,000,000* 

Fiscal  Year  End:  12/31/95 

*INPUT  Estimate 

Company  Description 

The  new  subsidiary  aligns  the  document 
management  services  already  offered  by 
Donnelley  Business  Services  with  the  systems 
integration  capabilities  provided  by 
LANSystems  (acquired  by  R.R.  Donnelley  in 
June  1995)  and  the  information  systems 
outsourcing  capabilities  of  its  newest  division, 
Systems  Management  Group. 

Donnelley  Enterprise  Solutions,  Inc.  was 
formed  as  a new  subsidiary  of  R.R.  Donnelley 
& Sons  Company  in  March  1996  to  provide 
integrated  information  management  services 
to  firms  in  the  legal,  investment  banking, 
accounting,  and  insurance  industries. 

R.R.  Donnelley  & Sons,  with  sales  of  $6.5 
billion  and  more  than  41.000  employees, 
manages,  reproduces,  and  distributes  print 
and  digital  information  for  the  publishing, 
retailing,  merchandising,  and  information 
technology  markets. 
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Organization  and  Structure 

Donnelley  Enterprise  Solutions  operates 

through  three  business  divisions: 

• Donnelley  Business  Services,  based  in 
Chicago  with  650  employees,  provides  office 
services  outsourcing,  including  document 
imaging,  reprographics,  desktop  publishing, 
facsimile  and  networked  printing.  This 
division  has  offices  in  Chicago,  New  York, 
Washington,  D.C.,  Dallas,  Houston,  Los 
Angeles,  San  Francisco,  and  Hong  Kong. 

• The  Systems  Management  Group,  based  in 
Chicago  with  12  employees,  provides 
information  systems  outsourcing,  including 
systems  administration,  network 
management,  help  desk  support,  and 
systems  design  and  implementation.  This 
division  has  offices  in  Chicago,  New  York, 
Dallas,  Atlanta.  Los  Angeles,  San  Diego,  and 
San  Francisco. 

• LANSystems,  based  in  New  York  with  160 
employees,  is  a systems  integration  firm 
providing  enterprise  network  and  systems 
design,  implementation,  support,  and 
consulting  services.  This  division  has  offices 
in  New  York.  Washington,  D.C.,  Atlanta, 
Chicago,  Dallas,  San  Francisco,  Los  Angeles, 
and  Orange  County  (CA). 

Donnelley  Enterprise  Solutions’  key 

executives  are  listed  below. 


Key  Executives 


Name 

Title 

Rhonda  Kochlefl 

Chairman,  President  & CEO 

Leo  Spiegel 

CTO  and  SVP 

Linda  Finkel 

President,  Donnelley 
Business  Services 

Tom  Bradbury 

President,  LANSystems 

John  Whyte 

GM,  Systems  Management 
Group 

Company  Strategy 

The  mission  of  Donnelley  Enterprise  Solutions 
is  to  provide  its  clients  with  a competitive 
business  advantage  by  developing  and 
managing  integrated  information  solutions 
that  leverage  technical  and  operational 
resources. 

The  company  seeks  to  be  a single  source 
provider  of  integrated  management 
information  services  through  its  three 
divisions. 

Financials 

Donnelley  Enterprise  Solutions’  combined 
operations  (pro  forma)  generate  an  estimated 
$75  million  in  annual  revenue. 

Market  Financials 

Donnelley  Enterprise  Solutions’  target  market 
is  firms  in  the  legal,  investment  banking, 
accounting  and  insurance  industries,  including 
multinational  firms. 

Employees 

Donnelley  Enterprise  Solutions  has 
approximately  830  employees,  segmented  as 
follows: 


Donnelley  Business 

Services 650 

LANSystems 160 

Systems  Management  Group 12 

General  and  administrative 8 


830 

Key  Products  and  Services 

Donnelley  Enterprise  Solutions  provides  a 
range  of  outsourcing,  systems  integration,  and 
professional  services,  as  described  below. 

Donnelley  Business  Services 

Donnelley  Business  Services  provides  office 
services  outsourcing  for  multinational  firms. 
The  division  is  committed  to  streamlining 
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business  operations  and  integrating  office- 
support  systems  into  customers’  working 
environments  to  improve  mission-critical 
business  processes.  Capabilities  include: 

• Document  imaging 

• Word  processing 

• Litigation  support 

• Desktop  publishing 

• Reprographics 

• Facsimile  management 

• Mailroom  operations 

• Records  management 

Systems  Management  Group 

The  Systems  Management  Group  is  a new 
division  that  supplements  and  complements 
in-house  capabilities  and  resources  for  clients 
to  enable  them  to  decrease  operational  costs, 
improve  user  support,  implement  new 
technologies,  reduce  staff  and  overhead,  and 
improve  the  return  on  technology  investment. 

Outsourcing  services  provided  include: 

• Systems  management 

• Network  management 

• Server  administration 

• Performance  monitoring 

• Security  management 

• Configuration  management 

• Telecommunications 

• Help  desk  support 

• Technology  evaluation  and  research 

• Staffing  and  process  improvement 

LANSystems 

LANSystems  provides  enterprise  systems  and 
network  design,  implementation,  support, 
consulting,  and  custom  systems  development 
services  for  document-intensive  organizations 
and  multinational  firms. 


Systems  integration  services  provided  include: 

• Design 

• Implementation 

• Support 

• Consultation 

• Systems  development 

• Application-integration  utilities 

• Document  management  conversions 

• Technology  migrations 

Marketing  and  Sales 

Donnelley  Enterprise  Solutions  markets  its 
services  through  a direct  sales  force. 

Alliances 

Donnelley  Enterprise  Solutions  has 
alhances/marketing  agreements  with  various 
vendors,  including  the  following: 

• Microsoft 

• Novell 

• Hewlett-Packard 

Competition 

DonneUey  Enterprise  Solutions’  major 
competitors,  by  division,  include  the  following: 

• Donnelley  Business  Services:  Pitney  Bowes 
and  Xerox  Business  Services 

• Systems  Management  Group:  EDS  and  IBM 
ISSC 

• LANSystems:  SRA,  TechLaw/Automation 
Partners,  US  CONNECT 

INPUT  Assessment 

Donnelley  Enterprise  Solutions’  strengths 
include: 

• Strong  track  record  in  vertical  markets 

• Long-term  client  partnerships 
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• Broad,  single-source  service  offerings. 
Challenges  over  the  coining  year  include: 

• Keeping  up  with  technological  change 

• Successfully  completing  large-scale 
implementations 


Parent  Company 

R.R.  Donnelley  & Sons  Company 
77  West  Wacker  Drive 
Chicago,  IL  60601-1696 
Phone:  (312)  326-8000 


Donnelley  Enterprise  Solutions,  Inc. 
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Druid  Group  Pic 


Abbeyfield  House 

Cogmore  Lane 

Chertsey,  Surrey 

KT16  9AP 

United  Kingdom 

Tel:  +44(0)  1932  571  212 

Fax:  +44(0)  1932  571  552 


Chairman:  David  Tebbs 

Status:  Public 

Number  of  Employees  (Average  1 995):  1 33 

Revenue  (FYE  30/6-96):  £12  million 

Founded: 1987 
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Key  Points 

• Successful  floatation  on  the  London  Stock 
Exchange 

• Strong  growth  in  the  SAP-services  related 
market 

• One  of  the  first  SAP  R/3  Logo  Partners  in 
the  UK 

Company  Description 

Druid  Group  was  founded  in  1987  by  David 
Thompson  who  is  still  the  company’s 
managing  director.  Originally,  Druid  was 
mainly  focused  on  developing  a single 
software  product  but  the  company  soon 
became  active  in  consultancy  services. 


Druid 
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Druid’s  services  actives  were  focused  on  IT- 
based  strategic  and  management  consultancy 
and  implementing  systems  based  on  SAP’s 
R/2  application  software. 

Druid  started  to  concentrate  more  and  more 
on  consultancy,  phasing  out  its  involvement 
in  software  development.  In  1993,  Druid 
became  the  first  SAP  R/3  Logo  Partner  in  the 
UK  and  implemented  its  first  R/3-based 
system  the  following  year. 

In  1995,  Druid  gained  ISO9001  accreditation 
across  the  full  range  of  its  consultancy 
services. 

In  November  1996,  Druid  floated  successfully 
on  the  London  Stock  Exchange. 

Operations  and  Structure 

Druid  is  divided  into  seven  divisions  that 
carry  out  client  projects  and  three  divisions 
that  provide  internal  services.  The  divisions 
and  divisional  managers  are  listed  in 
Exhibit  1. 

The  company’s  strategic  directions  and 
management  are  overseen  by  the  Board, 
consisting  of  five  executive  directors  and  four 
non-executive  directors. 


Exhibit  1 

Druid’s  Divisional  Structure 


Division 

Divisional  Manager 

Logistics  & Finance 

Simon  Hopkins 

Consumer  Goods 

Jerry  Brown 

Industrial  Sector 

Charles  Sanders,  Director  and 
Board  member 

New  Business 

Jonathan  Chevallier 

SSA 

Colin  McGuire,  Director  and 

Implementation 

Board  member 

Logistics  & 
Warehousing 

Nick  Keating 

Technical  Services 

Allan  Wood 

Human  Resources 

Peter  Hopkisson 

Sales  and 

John  Pocock,  Commercial 

Marketing 

Director  and  Board  member 

Finance 

Rob  Kimber,  Finance  Director 
and  Board  member 

Source:  INPUT 


The  remaining  Board  members  are  managing 
director  David  Thompson,  chairman  David 
Tebbs,  Simon  Leefe,  David  Mann  and  Tony 
Orton. 

Company  Strategy 

Druid  works  with  five-year  strategic  plans. 
The  company’s  board  also  identifies  related 
actions  and  activities  in  the  one  to  three  year 
term. 

While  the  company  early  on  was  involved  in 
software  development,  Druid’s  strategy  is 
now  focused  on  growing  as  a management 
consultancy  company  with  expertise  in 
implementing  integrated  business  systems  in 
selected  markets. 
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Druid  will  initially  expand  its  business 
through  organic  growth  although  acquisitions 
may  be  relevant  later. 

The  company  will  pursue  profitable  growth 
by: 

• continuing  to  raise  market  awareness. 
Druid  mainly  addresses  business 
managers  and  attempts  to  deliver  a 
business  rather  than  technical  marketing 
message 

• continuing  to  develop  its  methodologies  for 
integrated  systems  implementation  and 
Program  Management 

• expanding  implementation  services  to 
other  software  packages  as  and  when 
needs  evolve  in  Druid’s  markets 

• attracting  staff  with  strong  skills  and 
ensure  quality  training.  In  a turbulent 
sector  of  the  IT  market,  Druid  prides  itself 
of  a staff  turnover  of  only  8%. 


Financial  Information 

Exhibit  2 shows  a three-year  summary  of 
Druid’s  revenues  and  profits. 

The  driving  force  behind  the  company’s 
growth  has  been  the  strong  demand  in  the 
UK  for  SAP  R/3-related  services.  The 
growths  seem  to  continue.  Druid  forecasts 
that  the  six  months  to  end  of  December  1996 
will  show  turnover  at  about  £9.2  million  and 
profits  at  around  £1.8  million. 

Over  the  period  Druid  has  also  increased  its 
staff  dramatically  from  an  average  of  52  in 
1994  to  133  in  1996.  At  the  end  of  November 
1996,  Druid  had  250  employees  of  which  220 
is  involved  in  SAP-related  consultancy 
services. 

The  floatation  in  November  was  targeted  at 
260  pence  per  share  to  a total  market 
capitalization  of  £62.9  million.  The  share 
price  has  since  increased  to  323  pence 
(3  December). 


Exhibit  2 


Druid  Group  pic 
Three-Year  Financial  Summary 
1994  to  1996,  (£’000)  (FYE  30-06) 


Year 

1994 

1995 

1996 

Revenue 

3,629 

6,159 

12,  013 

Annual  Growth  Rate 

N/A 

103% 

95% 

Profit  after  Tax 

392 

851 

1,914 

Average  number  of  employees 

52 

76 

133 

Revenue  per  Employee  (£’000) 

70 

81 

90 

Source:  Druid 
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Market  Analysis 

Exhibit  3 shows  INPUT’S  estimates  of 
Druid’s  revenues  by  delivery  mode. 

Exhibit  3 


Druid’s  Revenues  by 
Delivery  Mode,  1996 


Delivery  Mode 

Revenues  in 
$ Millions 

Share 

Application  Software 

0.6 

5% 

Products 

Professional  Services 

11.4 

95% 

Total  Software  & Services 

12.0 

100% 

Source:  INPUT  Estimates 
Percentages  are  rounded 


Exhibit  4 shows  Druid’s  activities  by  vertical 
market.  The  company  is  especially  strong  in 
manufacturing. 


Exhibit  4 

Druid’s  Revenues 
by  Industry  Sector,  1996 


Industry  Sector 

Revenues  in 
$ Millions 

Share 

Discrete  Manufacturing 

5.4 

45% 

Process  Manufacturing 

5.0 

42% 

Other  Industries 

1.6 

13% 

Total  Software  & Services 

12.0 

100% 

Source:  INPUT  Estimates 

Percentages  are  rounded 


Almost  all  of  Druid’s  revenues  are  generated 
in  Europe.  INPUT  estimates  that  more  than 
90%  of  European  revenues  are  generated  or 
originated  in  the  U.K. 


Key  Product  and  Services 

Druid  provides  its  clients  with  business-led 
IT  solutions  encompassing  the  total  cycle  of 
management  and  IT  consultancy.  Its 
services  covers  areas  from  strategy 
formulation  to  operational  support. 

At  the  core  of  Druid’s  service  offerings  is  its 
Program  Management  methodology.  The 
methodology,  which  is  unique  to  Druid, 
follows  the  business  change  process  from  the 
initial  decision  to  change,  through  analysis 
and  to  the  final  delivery  of  business  benefits. 
The  components  of  Druid’s  Program 
Management  are: 

• self  appraisal 

• objective  setting 

• business  design 

• organization  design  and  communication 

• software  selection 

• systems  implementation 

• user  training  and 

• education 

Druid’s  main  business  is  related  to 
implementation  of  SAP  R/3  systems. 
However,  the  company  is  looking  to  expand 
its  skills  and  expertise  to  include  other 
software  products  from  companies  such  as 
Oracle  Corporation  and  Systems  Software 
Associates  Inc.  Druid  is  also  aiming  to  take 
its  share  of  the  revenues  arising  from  Year 
2000  and  European  Monetary  Union  issues. 
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Exhibit  5 


Major  Clients 


Sector 


Company 


Process  Manufacturing 


Cadbury  Limited 

Guiness  Brewing  Worldwide  Limited 
Kuwait  Petroleum 
Trebor  Bassett 
Philip  Morris 

Arjo-Wiggins  Fine  Papers 


Discrete  Manufacturing 


Westland  Helicopters 
Fujitsu  Microelectronics 
Honda 

GE  Aircraft  Engine  Services 
Polaroid 

British  Aerospace 


Source:  INPUT 


Recent  Projects  and  Major  Clients 

Druid’s  market  focus  is  on  large  UK  and 
multi-national  organizations,  primarily 
active  in  the  manufacturing  and  distribution 
industries. 

Exhibit  5 details  some  of  Druid’s  major 
clients. 

INPUT  Assessment 

Druid  Systems  has  a strong  position  in  the 
market  for  SAP  services  in  the  UK.  Druid  is 
perceived  as  one  of  the  of  the  leading 
consultancies  in  the  marketplace  outside  the 
large  internationals,  such  as  Andersen 
Consulting,  IBM,  Cap  Gemini  et  cetera..  The 
company’s  management  identified  the 
opportunities  in  SAP-related  services  and 
was  able  to  take  advantage  of  an  early  entry 
into  a strong  new  market,  particularly  in  the 
U.K. 


Druid  has  build  up  a good  set  of  reference 
customers  that  are  willing  to  be  quoted  on 
the  behalf  of  the  company. 

Druid  seems  to  have  developed  a strong 
company  spirit  and  is  proud  of  a low  staff 
turnover  of  8%.  This  provides  it  with  a stable 
basis  for  growth  in  a consultancy  market  that 
is  often  characterized  by  frequent  changes  in 
personnel. 

INPUT  expects  Druid  to  continue  to  grow 
although  100%  growth  year-on-year  should 
be  a one-off  situation.  The  testing  ground  for 
Druid’s  management  will  be  to  find  another 
market  for  continued  growth.  A total 
reliance  on  the  SAP  market  may  be  risky  as 
the  market  matures. 
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Dun  & Bradstreet  Software 


President  & CEO: 
3445  Peachtree  Road, 
Atlanta,  GA  30326 
Phone: 

Fax: 


Doug  MacIntyre 
N.E. 

(404)  239-2000 
(404)  239-4933 


Status: 

Parent: 

Employees: 

Revenue: 

Fiscal  Year  End: 

*INPUT  estimate 


Division 

Dun  & Bradstreet  Corporation 
2,500 
S 460,000,000* 
11/30/93 


Key  Points 

• Dun  & Bradstreet  Software  (D&B  Software)  is 
a leading  worldwide  provider  of  client/server 
and  mainframe  software  for  financial,  human 
resources,  distribution,  manufacturing  and 
decision  support  applications.  The  company 
ilso  offers  PC  LAN-based  human  resources 
software. 

• D&B  Software's  new  generation  of  business 
software — the  SmartStream  Series — is 
designed  to  integrate  an  entire  corporation 
around  an  open,  standards-based  client/server 


platform.  SmartStream  decision  support 
applications  have  been  available  since  1992, 
however  financial  applications— Financial 
Stream — -were  first  released  in  the  fourth 
quarter  of  1993.  HR  Stream— the  human 
resources  application — was  released  in  May 
1994.  SmartStream  distribution  and 
manufacturing  applications  are  scheduled  for 
release  during  1994. 

* During  1993,  D&B  Software  also  expanded  its 
Open  Millennium  line  of  cross-industry 
applications  for  the  UNIX  operating  system. 

“ During  1993,  excellent  growth  in  client/server 
revenue,  which  exceeded  expectations  by  nearly 
200%,  was  offset  by  anticipated  declines  in 
mainframe  software  revenue. 
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Company  Description 

D&B  Software  develops,  markets  and  supports 
financial,  human  resource,  materials  management 
and  manufacturing  software  products  and 
decision  support  tools  and  provides  associated 
training  and  consulting  services 

• D&B  Software,  which  operates  as  a division  of 
The  Dun  & Bradstreet  Corporation  (D&B) 
within  D&B's  Software  Services  unit,  was 
formed  in  March  1990  with  the  merger  of 
Management  Science  America,  Inc.  (MSA)  and 
McCormack  & Dodge  Corporation  (M&D). 

• The  company  currently  has  more  than  40,000 
systems  installed  serving  more  than  1 0,000 
customers  in  more  than  60  countries 
worldwide. 

Structure  and  Operations 

D&B  Software's  current  organization  structure  is 
summarized  in  Exhibit  A.  The  company  is 
organized  along  lines  of  business,  rather  than 
divisions. 

D&B  Software’s  manufacturing  operations  are 
now  based  in  Framingham  (MA)  Manufacturing 
Stream  and  Distribution  Stream  client/server 
applications  are  also  developed  in  Framingham. 

D&B  Software  corporate  headquarters  is  in 
Atlanta  (GA).  Operational  centers  are  also  in 
Brussels  (Europe)  and  Sydney  (Asia/Pacific) 

The  company  also  has  U.S.  offices  in  Chicago 
(IL);  Columbus  (OH);  Dallas  and  Houston  (TX); 
Denver  (CO);  Eagen  (MN);  Framingham  (MA), 
Hamden  (CT);  Huntsville  (AL);  Los  Angeles  (2), 
San  Diego  and  San  Francisco  (CA);  Milwaukee 
(WI);  Paramus  (NJ);  Philadelphia  (PA);  Raleigh 
(NC);  Rochester  (NY);  Seattle  (WA);  Tampa 
(FL);  and  Washington,  D.C. 


Training  centers  are  in  Atlanta,  Chicago,  New 
York,  Framingham,  Dallas,  Los  Angeles, 
Washington,  D C.,  and  in  Canada,  the  U.K., 
France  and  the  Asia/Pacific  region. 

International  subsidiaries  are  located  in  Australia, 
Belgium,  Brazil,  Canada,  France,  Italy,  Japan,  the 
Netherlands,  New  Zealand,  Singapore,  Spain,  the 
U.K.  and  Germany. 

Distributors  are  located  in  Argentina,  Denmark, 
Finland,  Hong  Kong,  Indonesia,  Israel,  Italy, 
Malaysia,  Mexico,  Norway,  Peru,  the  Philippines, 
Saudi  Arabia,  Singapore,  Sweden,  Taiwan, 
Thailand,  Turkey  and  Venezuela. 

Company  Strategy 

D&B  Software's  strategy  is  to  provide 
technologies  and  services  that  support  the 
alignment  of  information  systems  with  customer 
business  goals  while  leveraging  previous 
investments  in  information  systems. 

The  company  intends  to  support  the  following 
platforms: 

• Client/server,  via  the  Smart  Stream  Series  of 
products 

• UNIX,  via  the  Open  Millennium  series  of 
products 

• Mainframe,  via  its  exisiting  cross-industry 
financial  and  human  resource  products  and 
industry-specific  manufacturing,  government 
and  health  care  products. 

D&B  Software  is  also  evaluating  other  databases 
to  expand  beyond  its  Sybase  RDMBS  offerings. 
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Financials 

Revenue  from  D&B’s  Software  Services  unit 
(which  includes  D&B  Software,  Sales 
Technologies  and  Erisco)  was  $475.6  million  in 
1993,  compared  to  $533.5  million  in  1992  and 
$556.9  million  in  1991. 

• Excluding  the  impact  of  the  stronger  dollar  and 
divestiture  of  Information  Associates  in  1992, 
1993  revenue  decreased  by  7%  and  D&B 
Software  had  a modest  decline. 

• Operating  income  for  the  unit  before 
restructuring  income/expense  was  $43.7  million 
in  1993,  $18.7  million  in  1992  and  $42.8 
million  in  1991. 

INPUT  estimates  D&B  Software's  1993  revenue 
was  approximately  $460  million,  compared  to 
1992  revenue  of  approximately  $ 515  million. 

• Revenue  declines  were  attributed  to  the 
divestiture  of  Information  Associates  in  mid- 
1 992  and  weaknesses  in  the  mainframe 
computer  industry  and  the  worldwide  economy. 

• D&B  Software  invests  approximately  19%  of 
its  revenue  annually  in  research  and 
development. 

Market  Financials 

D&B  Software's  primary  markets  are 
manufacturing,  financial  services,  health  care, 
energy/utilities,  government  and  retail. 

Clients  are  generally  large  corporations  with 
revenue  in  excess  of  $100  million. 

Approximately  75%  of  the  Fortune  500 
companies  use  one  or  more  of  the  company's 
products. 

D&B  Software's  revenue  is  derived 
approximately  as  follows: 


Manufacturing 45% 

Banking  and  finance 15% 

Government/education 10% 

Distribution 5% 

Commercial/transportation 5% 

Health  care 5% 

Other 15% 


100% 

• The  manufacturing  industry  is  the  largest 
revenue  contributor.  The  company  also  has 
customers  in  the  banking,  insurance,  utilities, 
health  care,  education,  retail,  oil  and  gas,  and 
real  estate  markets,  as  well  as  state  and  local 
governments. 

Revenue  Analysis  by  Product  Line: 

INPUT  estimates  approximately  20%  of  D&B 
Software's  revenue  is  derived  from  applications 
software  product  licenses,  55%  from  associated 
maintenance  fees  and  25%  from  consulting  and 
training  professional  services. 

Geographic  Markets 

Approximately  73%  of  D&B  Software's  1993 
revenue  was  derived  from  the  U.S.  and  27%  from 
international  sources. 

Divestitures 

In  June  1992,  D&B  Software  sold  its  Information 
Associates  (IA)  unit  to  Systems  & Computer 
Technology  Corporation  of  Malvern  (PA)  for 
approximately  $22.5  million 

• IA,  based  in  Rochester  (NY),  markets  and 
supports  administrative  and  human  resources 
software  for  IBM  mainframe  and  DEC  markets 
to  the  higher  education  market. 

• With  1991  revenue  of  about  $30  million,  IA 
had  an  installed  base  of  more  than  500  colleges 
and  universities. 
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Employees 

D&B  Software  has  approximately  2,500 
employees  worldwide,  segmented  as  follows: 


Americas 2,000 

Europe 300 

Aisa/Pacific 200 

2,500 


Approximately  700  employees  are  in  Atlanta  and 
500  are  in  Framingham  (MA). 

Key  Products  and  Services 

D&B  Software  currently  offers  more  than  50 
software  packages  for  various  computers,  as 
summarized  in  Exhibits  B,  C,  D and  E. 

SmartStream  Series 

The  SmartStream  Series  is  a client/server-based 
enterprise  automation  solution  comprised  of 
integrated  business  applications,  decision  support 
facilites  and  a workflow-enabled  platform. 
SmartStream  Series  products  are  summarized  in 
Exhibit  B and  include: 

• Financial  Stream™  applications  for  financial 
control  and  recordkeeping  (released  in  1993) 

• HR  Stream™  applications  for  cross-functional 
access  to  strategic  human  resource  information 
(released  Q2  1994) 

• Distribution  Stream™  applications  for 
improving  customer  service  (Q4  1994) 

• Manufacturing  Stream™  applications  for 
reducing  time-to-market  (Q4  1994) 

• SmartStream  Decision  Support  applications  for 
re-engineering  management  reporting 


• The  SmartStream  platform  for  automation 
workflow  and  delivery  of  information. 

There  are  currently  300  SmartSteam/Financial 
Stream/DSS  installations. 

The  SmartStream  platform  is  a Microsoft 
Windows-based  client/server  environment  using 
Sybase's  SYBASE  SQL  server  database  for 
decision  support  and  transaction  processing 
applications  that  unifies  D&B  Software's  fully  re- 
engineered client/server  applications. 

• Server  environments  supported  include  Intel 
486  or  compatible  running  OS/2,  HP  9000 
running  HP-UX,  Data  General  AViiON  running 
DG/UX,  IBM  RS/6000  running  IBM  AIX  and 
Sun  SPARC  running  Sun/Solaris. 

• Network  environments  supported  include  IBM 
LAN  SErver,  MS  LAN  Manager,  Novell 
Netware,  TCP/IP,  LU  6.2  and  EDA/SQL. 

• Client  environments  supported  include  IBM 
486  or  higher  PC  or  compatible,  PC  DOS  5.0 
or  higher,  MS  Windows  3.1  or  higher. 

• SmartStream  Analyzer  allows  users  to  access 
and  analyze  financial,  human  resource, 
distribution  and  manufacturing  information. 

• InterQ  functions  as  the  link  between  a 
customer's  existing  host-computer  applications 
(middleware)  software  and  the  network. 

• Management  Report  allows  organizations  to 
create  and  review  board  room  quality  financial 
reports. 
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Exhibit  B 

D&B  Software  SmartStream  Products 


Financial  Stream 

Financial  Records 
Budget  * 

Project/Program  Mangement 

Payables 

Receivables 

Credit  Management 

Asset  Management 

HR  Stream 

Recruiting 

Employment 

EEO/AA 

Job/Position  Management 
Training 

Career  Management 
Compensation 
Benefits  Administration 
Vehicle  Administration 
Employee  Relations 
Health  and  Safety 
Time  and  Attendance 
Payroll 

Expatriate  Administration 

Distribution  Stream 

Order  Management 

Inventory  Management  and  Control 

Purchasing 

Dock  Management 

Sales  Forecasting 

Distribution  Requirements  Planning 

Warehouse  Management 

Traffic  Management 

Configuration  Management 

Sales  Management  and  Analysis 

Manufacturing  Stream 

Product  Definition 

Manufacturing  Planning 

Process  and  Routings 

Product  Costing 

Master  Production  Scheduling 

Capacity/Rough  Cut  Capacity  Planning 

Shop  Floor  Control 

Quality  Management 

Finite  Scheduling 

Plant  Maintenance 

Tool  Management 

Manufacturing  Execution  Systems 

* Also  available  as  a standalone  module. 
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Financial  Stream,  released  in  1993,  includes  a 
core  of  integrated  financial  applications  that 
provide  cross-functional  monitoring  of  critical 
financial  information  and  business  processes  and 
provides  feedback  for  proactive  decision-making. 

• Financial  Stream  is  available  under  HP's  9000 
HP-UX,  Data  General’s  AViiON  Series 
DG/UX,  Sun  SPARC  Solarisa  nd  IBM 
RS/6000  AIX  server  environments;  IBM  LAN 
Server,  MS-LAN  Manager,  Novell  Netware, 
TCP/IP,  Novell  LAN  Workplace,  FTP  PC/TLP 
network  environments;  IBM  486  or  higher  PC 
or  compatible,  PC  DOS  3.3  or  higher,  MS 
Windows  3. 1 or  higher  client  environments'  and 
supports  the  SYBASE  SQL  Server  database. 

• Pricing  begins  at  $225,000,  including  the  first 
year's  support. 

HR  Stream,  released  in  May  1 994,  js  an 
integrated  client/server  human  resources 
application  that  incorporates  enterprise-wide 
global  human  resources  functionality  and 
workflow  technology. 

• ILR  Stream  is  available  under  HP's  9000/HP- 
UX  and  Data  General's  AViiON  5000-8000 
Senes  DG/UX  and  IBM  RS/6000  server 
environments;  IBM  LAN  Server,  MS-LAN 
Manager,  Novell  Netware  and  TCP/IP  network 
environments;  IBM  486  or  higher  PC  or 
compatible,  PC  DOS  5.0  or  higher,  MS 
Windows  3.1  or  higher  client  environments'  and 
supports  the  SYBASE  SQL  Server  database. 

Manufacturing  Stream  is  a fully  distributed, 
integrated  suite  of  manufacturing  applications  for 
process  and  discrete  environments.  It  supports 
flexible  manufacturing  strategies  for  just-in-time, 


Kanban  inventory  movement,  and  activity-based 
costing  practices. 

• Manufacturing  Stream  will  be  available  under 
HP  s 9000/HP-UX  and  Data  General's  AViiON 
5000-8000  Series  DG/UX  server  environments; 
IBM  LAN  Server,  MS-LAN  Manager,  Novell  ’ 
Netware  and  TCP/IP  network  environments; 
IBM  486  or  higher  PC  or  compatible,  PC  DOS 
5.0  or  higher,  MS  Windows  3. 1 or  higher  client 
environments;  and  will  support  the  SYBASE 
SQL  Server  database. 

• Manufacturing  Stream  is  scheduled  for  release 
the  fourth  quarter  of  this  year. 

Distribution  Stream  is  a fully  integrated  suite  of 
distribution  applications  that  support 
manufacturing,  distribution  and  materials-oriented 
service  companies. 

• Distribution  Stream  will  be  available  under  HP's 
9000/HP-UX  and  Data  General's  AViiON 
5000-8000  Series  DG/UX  server  environments; 
IBM  LAN  Server,  MS-LAN  Manager,  Novell 
Netware  and  TCP/IP  network  environments; 

IBM  486  or  higher  PC  or  compatible,  PC  DOS 
5.0  or  higher,  MS  Windows  3.1  or  higher  client 
environments;  and  will  support  the  SYBASE 
SQL  Server  database. 

• Distribution  Stream  is  scheduled  for  release  the 
fourth  quarter  of  this  year. 

Cross-Industry  Products: 

D&B  Software  currently  offers  a range  of 
accounting/financial  and  other  cross-industry 
application  products  as  shown  in  Exhibits  C and 
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Exhibit  C 

D&B  Software  Cross-Industry  Software  Products 


Product 


Accounting/Financial 
General  Ledger  System  (1)(2)(6) 
Accounts  Receivable  System 
(1)(2)(6) 

Accounts  Payable  System  (1)(2)(6) 

Project  Mangement  System  (1)(2)(6 
Fixed  Assets  System  (1)(2)(6) 
Budgetary  Control  System  (1) 
Financial  Controller  System  (1)(6) 
Currency  Management  System  (1)(6 
ALLTAX  (4) 

PLUS  Series  (5) 

- A IP  PLUS 

- G/L  PLUS 


Application 

Number  Installed 

General  ledger  and  financial  reporting 

5,950 

Accounts  receivable/credit  management 

1,350 

Invoice  processing,  cash  disbursements,  and 

3 600 

reconciliation  management 

Project  management  information  system 

725 

Fixed  assets  information  system 

3,000 

Budgetary  control  information  system 

150 

Integrated  accounting  information  system 

1,300 

Currency  information  management 

225 

Payroll  tax  calculation  system 

4,000 

Accounts  payable  system 

?nn 

General  ledger  system 

400 

Inventory  control  information  system 

700 

Purchasing  management  system 

1,300 

Inventory  planning,  management,  reporting 

100 

Order  information  management  and  reporting 

150 

Demand/sales  forecasting  and  reporting 

100 

Cross-industry,  UNIX-based  applications 

750 

General 

Inventory  System  (1)(6) 

Purchasing  System  (1)(2)(6) 
Distribution  Resource  Planning  (1)(6) 
Order  Processing  System  (1)(6) 
Forecasting  System  ( 1 ) (6) 

Open  Millennium  (3) 


v^,,;pauu/c  uiainrrames 

(2)  Also  available  for  DEC  VAX  systems 

(3,  Available  lor  HP  9000,  Data  Genera!  A VHON  0800  ant,  ICL  DPS  systems 

ZZfJbHP  Systems,  AS/400;  Unisys  A,  V,  S;  DEO  VAX:  Honeywell;  HCR;  Data 

(5)  Available  for  IBM  System/38  and  AS/400;  Bull  (France  only) 

(6)  Includes  BrightView/IBM  9370  component. 
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Exhibit  D 

D&B  Software  Cross-Industry  Software  Products 


Product 

Application 

Number  Installed 

Human  Resources 
HR  Personnel/Payroll  System  (1)(6) 
Benefits  Administration  System  (1) 

Personnel/payroll  information  management 
Complex  plan  administration,  benefits 

2,850 

250 

Time  Entry  Workstation  (3) 
TotalHR  (3) 

reporting  and  recordkeeping  system 
Remote  access  time  card  reporting 

100 

- Personnel  Resource 

- Payroll  Resource 

- COBRA  Resource 
Profit  Sharing  Resource 

- Pension  Resource 

- Flex  Resource 

- The  Human  Resource  Tools- 

Personnel  management  system 
Payroll  management  system 
COBRA  administrative  system 
Defined  contribution  management  system 
Defined  benefit  management  system 
Administers  flexible  spending  accounts 
-Customization  tools/editors 

400  modules 

Application  Development  and 
Report  Writer  Tools  (1)(2) 

System  Development  Tool  (SDT) 
Management  Report  Writer  (MRW) 
ViewPrint 

For  Your  Information  (FYI) 
Information  Expert 
Batch  Transaction  Processor 

4GL  tool  for  developing  on-line  applicaitons 
Nonprocedural  mainframe  report  writer 
Cross-application  detail  report  writer 
On-line  real-time  memorandum  system 
Information  access  facility 
Batch  processor 

750 

400 

600 

200 

3,000 

200 

Connectivity  Tools  (1)(3) 
PC  Link 

Micro-mainframe  link 

1,150  (host) 

Link  Reporter 

PC  report  writer 

Vlicro-mainframe  connectivity  tool 
Workstation  development  tool 

8,000  (micro) 

ExpertLink' 

1 FrontLine  ViewBuilder  j i 

250 

1,000 

35 

( v available  for  IBM  and  compatible  mainframes  ' 

' ' ucl,  v/ix  systems 

(3)  Available  for  IBM  and  compatible  microcomputers 

<4>  S£S?£  SSr—-'  SyS,em/3S’  *****  »*»•  A V‘  s;  DEO  VAX;  Honest,;  NCR;  Dala 

(5)  Available  for  IBM  System/38  and  AS/400 ; Bull  (France  only) 

(6)  Includes  BrightView/IBM  9370  component. 
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• Various  products  are  available  for  IBM  370, 
ES/9000,  43XX,  30XX,  9370,  System/38,  PC 
XT/AT  and  PS/2;  Unisys  110,  2200,  V series 
A series,  29XX,  49XX,  59XX  and  7 XXX; 
Honeywell  Bull  DPS  8,  DPS  90  and  DPS 
8000;  NCR  85XX,  86XX,  88XX  and  9800; 
ICL;  Fujitsu;  and/or  DEC  VAX  Systems. 

• The  Bright  View  component  of  these  products 
allows  a portion  of  the  information  processing 
previously  executed  on  the  mainframe  to  be 
performed  on  an  intelligent  workstation. 

Open  Millennium  applications  provide 
mainframe-class  functionality  on  less  expensive 
UNIX  operating  system  plaforms  to  support 
enterprise  objectives  to  reduced  costs  and 
enable  distributed  computing.  Applications  are 
available  for  general  ledger,  currency 
management,  accounts  payable,  accounts 
receivable,  inventory  control,  purchasing  and 
fixed  assets. 

Industry-Specific  Products: 

D&B  Software  offers  software  products  for  the 
manufacturing  and  healthcare  industries  and 
government,  as  summarized  in  Exhibit  E. 

AMAPS  Manufacturing  applications  are 
provided  for  the  HP  3000  and  IBM  370.  390, 

43 xx  and  9370  mainframes.  AMAPS  systems 
support  repetitive/just-in-time,  process,  and 
government  contract  manufacturing 
environments.  Versions  of  AMAPS  are 
available  as  follows: 

• AMAPS/Q  manufacturing  system  is  marketed 
to  repetitive/just-in-time  discrete 


manufacturers  and  has  capabilities  to  support 
process  manufacturers.  It  is  used  in  single- 
plant  and  multiple-plant  environments. 

• AMAP  S/3  000/XL  is  an  integrated 
manufacturing  and  financial  system  used  by 
repetitive/just-in-time,  discrete  and  process 
manufacturers  in  single-plant  and  multiple- 
plant  environments.  It  runs  on  HP  3000/XL 
MPE  systems. 

• AMAPS/36  and  AMAPS/38  are  marketed 
primarily  outside  the  U.S.  to  large-system 
customers  with  distributed  environments 
multinational  manufacturers  and 
manufacturers  migrating  from  a mainframe  to 
a minicomputer  environment.  Manufacturing 
modules  support  production  control 
requirements.  Financial  modules  support 
cash  and  financial  management.  The  products 
run  on  IBM  System  36  and  38  computers. 

• AMAPS/G  manufacturing  system  is  marketed 
to  manufacturers  who  manufacture  for 
contractors,  primarily  government 
contractors. 

• D&B  Software's  CIM  Partners  Program 
provides  for  the  cooperative  development  of 
interfaces  between  D&B  Software 
manufacturing  products  and  products  from 
other  vendors. 

Management  Analysis  and  Response  Systems 
for  Government  (MARS/G)  include  a family  of 
financial,  materials  management  and  human 
resources  applications  for  FBM  370  architecture 
computers  targeted  to  local,  county,  state  and 
federal  government. 
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Exhibit  E 

D&B  Software  Industry-Specific  Products 


Product 

Application 

Number  Installed 

Manufacturing:  AMAPS  (1)  (4) 

Advanced  Manufacturing  Applications  Product 
Suite 

- Bill  of  Material 

- Capacity  Requirements  Planning 

- Contract  Costing 

- Contract  Engineering 

- Cost  Development 

- Cost  Management 

- Demand  Forecasting 

- Distribution  Resource  Planning 

- Finite  Scheduling 

- Lot  Traceability 

- Master  Production  Scheduling 

- Material  Control 

- Material  Requirements  Planning 

- Multiple  Plant  Management 

- Multiproduct  Management 

- Order  Processing 

- Process  and  Routing 

- Purchasing  Control 

- Sales  Promotions 

- Schedule-Managed  Production 

- Shop  Floor  Control 

1,000 

Factory  Control  and  Management 
System  (2) 

Factory  operations  and  communications 

1,000 

Government 

Management  Analysis  and  Response 
System  for  Government  (MARS/G) 

Financial  and  materials  management  system 

125 

Health  Care  (3) 

Modules  for  Case  Mix,  Cost  Accounting  and 

Healthcare  Decision  Support  System 

Productivity  Analysis 

30 

(1)  Available  for  IBM  mainframes,  9370,  AS/400,  System^ 6 & 38;  and  HP  3000/XL 

(2)  Available  for  Tandem  CLX,  VLX,  Cyclone 

(3)  Available  for  IBM  mainframes 

(4)  Includes  BrightView  component 
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Support  Services: 

D&B  Software  offers  its  customers  a support 
network  of  worldwide  field  support  offices,  a 
toll-free  help  line  for  voice  and  on-line  computer- 
based  support,  remote  diagnostics  and  individual 
product  group  support. 

• SmartStream  Assistant  is  an  electronic 
communication  and  support  tool  for  help  desk 
management.  It  assists  users,  through  built-in 
facilities,  with  troubleshooting  and  permits 
downloading  of  software  fixes  and 
enhancements  from  the  product  support 
database. 

• Insight,  the  company's  on-line  support  service, 
allows  customers  to  access  information,  such  as 
D&B  Software  news,  education  schedules  and 
user  meeting  information.  Customers  can  also 
download  system  updates,  bulletins  and  fixes  on 
their  own  systems. 

• Regional,  national  and  international  industry- 
specific  and  special-interest  user  group 
meetings  are  held  during  the  year  to  offer  users 
further  support  and  provide  customers  with  a 
forum  for  sharing  ideas  and  information. 

Consulting  support  provided  by  D&B  Software 
includes  services  to  assist  customers  with 
implementation  and  ongoing  system  use.  New 
services  include  network  planning  and 
configuration,  implementation  workshops, 
enterprise  modeling  workshops  and  team  analysis 
requirements  gathering. 

Customer  training  programs  are  available  in  the 
U.S.  and  in  major  cities  nationwide. 


• D&B  Software  instructors  teach  courses  in 
application  and  data  processing  aspects  of  D&B 
Software  products  at  D&B  Software  education 
centers  or  customer  sites. 

• D&B  Software  also  offers:  computer-based 
training  programs  to  help  users  learn  system 
topics  at  their  own  pace;  packaged  training 
materials  that  allow  customers  to  duplicate,  in 
their  own  offices,  topics  covered  in  D&B 
Software  education  centers;  and  self-study 
materials  that  allow  customers  to  design 
training  programs  for  their  employees,  based  on 
individual  needs. 

Clients 

Major  clients  include  Weyerhaeuser,  LSI  Logic, 
Amoco  and  Phillips  Petroleum. 

Marketing  and  Sales 

D&B  Software  sells  its  products  primarily 
through  a direct  sales  force. 

TotalHR  is  also  marketed  through  resellers. 

Alliances 

D&B  Software  has  established  third-party 
development  and/or  marketing  relationships  with 
a number  of  vendors. 

• The  company  works  closely  with  hardware 
vendors,  including  IBM,  DEC,  Hewlett- 
Packard,  Data  General,  ICL,  Hitachi,  Fujitsu, 
Bull,  Sun  and  Tandem 

• Technology  development  partners  include 
Sybase,  Powersoft,  Microsoft,  Andersen 
Consulting,  Price  Waterhouse,  Industrial 
Computer  Corp.,  Sterling  Software,  TimeLink, 
Brooks- Allan,  Lowry  Computer  Products, 
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Quality  Software  Services,  Kitimat  Systems, 
Spra  and  Comshare. 

Competitors 

D&B  Software's  major  competitors  in  the 
client/server  area  include  PeopleSoft,  SAP 
America  and  Oracle. 

Mainframe,  cross-industry  applications  software 
competitors  include  SAP  America  and  Walker 
Interactive. 

Manufacturing  software  competitors  include  SAP 
and  Oracle. 

INPUT  Assessment 

D&B  Software's  strengths  include: 

•Abroad  product  line  and  the  expansion  of  its 
applications  to  client/server  platforms. 

• The  workflow  design  of  the  SmartStream 
client/server  product  line  is  built  in  as  a core 
component  of  its  applications  platforms  rather 
than  incorporated  into  an  existing  product  line. 

A key  challenge  for  D&B  Software  is  overcoming 
continuing  declines  in  mainframe  software 
revenue. 


Parent  Company: 

Dun  & Bradstreet  Corporation 
200  Nyala  Farms 
Westport,  CT  06880 
(203)  222-4200 
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Easel  Corporation 


President  & CEO  : R.  Douglas  Kahn 

25  Corporate  Drive 
Burlington,  MA  01803 
Phone:  (617)221-2100 

Fax:  (617)221-3099 


Status:  Public 

Employees:  205  (1/94) 

Revenue:  $27,148,000 

Fiscal  Year  End:  12/31/93 


Key  Points 

• Easel  Corporation  is  a supplier  of 
client/server  development  tools. 

• In  May  1994,  the  company  announced  the 
ESL  technology  family  that  incorporates 
new  tools  along  with  major  upgrades  of 
existing  Easel  products. 

• In  March  1994,  Easel  announced  the 
formation  of  a wholly-owned  subsidiary  in 
Japan — Easel  Japan  K.K. 

• In  February  1994,  Easel  introduced 
Synchrony,  a development  toolset  for 


business  object  management  as  part  of  the 
Object  Studio  product  line. 

• In  the  fourth  quarter  of  1993,  the  company 
underwent  restructuring  and  created  two 
separate  business  units  for  Enterprise  (now 
ESL  Technology)  Workbench  and  the 
Object  Studio  product  lines. 

Company  Description 

Easel  Corporation  develops,  markets  and 
supports  software  products  for  the  emerging 
client/server  market.  The  company's  products 
are  used  by  organizations  to  design,  prototype, 
build,  test,  deploy  and  maintain  business 
applications.  The  company  also  offers  a range 
of  support,  consulting  and  training  services  to 
its  customers.  ESL  Technology  and  Object 
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Studio  are  the  company's  principal  product 

lines. 

• Easel  was  formed  in  1981  as  Interactive 
Images,  Inc.  to  develop  an  executive 
information  system  based  on  a proprietary 
computer  hardware  platform.  During  1984, 
the  company  repositioned  itself  as  a supplier 
of  software  products  used  to  develop 
graphical  applications.  The  company's  first 
EASEL  products  were  released  in  1984. 

• In  June  1990,  the  company  changed  its  name 
to  Easel  Corporation  and  made  an  initial 
public  offering  of  its  common  stock  in 
August  1990. 

• As  of  December  31,  1993,  IBM  owned 
463,184  shares  (approximately  7.6%)  of  the 
outstanding  shares  of  common  stock  of 
Easel.  By  March  10,  1994,  IBM  had  sold  all 
of  its  outstanding  shares. 

• During  1989,  Easel  entered  into  several 
agreements  with  IBM  including  a perpetual 
site  license  and  exclusive  license  to  market 
certain  products  of  the  company.  Since 
then,  several  modifications  were  made  to 
the  terms  of  the  agreement.  These 
agreements  expired  at  the  end  of  1993  and 
have  not  been  renewed. 

• In  1993,  the  company's  German  subsidiary 
entered  into  a nonexclusive  marketing 
agreement  with  IBM  Germany  that 
provided  IBM  with  nonexclusive  rights  to 
ESL  Technology  and  Object  Studio  products 
in  Germany. 

• In  February  1994,  the  Object  Studio 
software  products  were  added  to  Easel's 
marketing  agreement  with  IBM  World 
Trade  Corporation  that  provided  IBM  with 


marketing  rights  to  ESL  Technology 
throughout  the  Asia  Pacific  region. 

Structure  and  Operations 

In  the  fourth  quarter  of  1993,  Easel 
restructured  its  operations  and  created  two 
separate  business  units  for  its  major  product 
lines  as  follows: 

• The  ESL  Technology  business  unit  has  28 
employees  and  contributed  approximately 
$13.3  million  to  Easel's  1993  software 
revenue. 

• The  Object  Studio  business  unit  has  50 
employees  and  contributed  about  $3.5 
million  to  Easel's  1993  software  revenue. 

Headquartered  in  Burlington  (MA),  the 
company  has  offices  in  Atlanta  (GA),  Los 
Angeles  (CA),  Trenton  (NJ)  and  Lombard 
(IL). 

The  company  has  three  subsidiaries  in 
England,  Germany  and  Japan.  It  has 
distributor  relationships  in  Australia,  Austria, 
Belgium,  Brazil,  Denmark,  Finland,  France, 
Italy,  Netherlands,  Norway,  Spain,  Sweden, 
Switzerland,  Venezuela  and  the  Asia-Pacific 
region. 

Company  Strategy 

The  company's  objective  is  to  be  the  leading 
provider  of  application  development  tools  for 
development  of  business  applications  in  the 
client/server  environment. 

Easel's  strategy  is  to: 

• Focus  on  providing  software  tools  for 
developing  client/server-based  applications 

• Improve  programmer  productivity 
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• Leverage  benefits  of  object-oriented 
technology  and  distributed  object  computing 

• Support  open  product  architecture  and 
multiple  operating  environments 

• Leverage  strategic  alliances  with  companies 
in  the  information  services  industry 

• Expand  distribution  channels  by  adding 
distributors  in  the  U.S.  and  internationally 


• Provide  quality  professional  services 

Financials 

Total  1993  revenue  reached  $27.1  million,  an 
18%  decrease  over  1992  revenue  of  $32.9 
million.  Net  income  fell  194%,  from  a loss  of 
$3.0  million  in  1992  to  a loss  of  $8.9  million  in 
1993.  A five-year  financial  summary  follows: 


Easel  Corporation 
Five-Year  Financial  Summary 
($  Thousands,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

$27,148 

$32,977 

$31,484 

$18,071 

$11,644 

• Percent  increase  (decrease) 

from  previous  year 

(18%) 

5% 

74% 

55% 

101% 

Income  (loss)  before  taxes 

$(8,916) 

$(3,033) 

$4,133 

$1,800 

$1,290 

• Percent  increase  (decrease) 

from  previous  year 

(194%) 

(173%) 

130% 

40% 

259% 

Net  income  (loss) 

$(8,916) 

$(3,033) 

$4,714 

$2,675 

$1,984 

• Percent  increase  (decrease) 

from  previous  year 

(194%) 

(164%) 

76% 

35% 

251% 

Earnings  (loss)  per  share 

$(1.47) 

$(0.52) 

$0.75 

$0.49 

$0.40 

• Percent  increase  (decrease) 

from  previous  year 

(183%) 

(169%) 

53% 

23% 

135% 

Easel's  weak  financial  performance  can  be 
attributed  to  three  major  factors: 

• Revenue  from  the  ESL  Technology  product 
line,  a major  source  of  revenue  in  previous 
years,  decreased  by  29%  from  1992  to  1993. 
According  to  the  company,  this  decline  was 
primarily  due  to  market  weakness  in  the 
OS/2  operating  system  on  which  the 
product's  visual  tools  rely,  and  the  decrease 
in  the  volume  of  business  opportunities 


generated  through  Easel’s  relationship  with 
IBM. 

• The  ENFIN  product,  acquired  in  1992,  fell 
short  of  generating  the  expected  revenue. 
The  product  did  not  meet  Easel's  standards 
for  quality  and  documentation. 

• A third  major  factor  affecting  1993  revenue 
was  a restructuring  action  in  the  fourth 
quarter  which  resulted  in  a one-time 
restructuring  charge. 
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Research  and  development  expenditures  were 
approximately  $5.5  million  (20%  of  revenue) 
in  1993,  compared  to  $4.6  million  (14%  of 
revenue)  in  1992,  and  $3.5  million  (11%  of 
revenue)  in  1991.  This  increase  was  primarily 
due  to  the  expansion  of  the  object-oriented 
product  development. 

Interim  results:  Revenues  for  the  three  months 
ending  March  31,  1994  were  $4.7  million  as 
compared  to  $6.7  million  for  the  same  period 
in  1993.  Easel  reported  a net  loss  of  $1.1 
million  in  the  first  quarter  of  1994,  compared 
with  a net  loss  of  $489,606  in  the  first  quarter 
of  1993. 

The  decline  in  revenues  from  the  first  quarter 
of  1993  to  the  first  quarter  of  1994  was 
attributed  to  the  expiration  of  Easel's  contract 
with  IBM,  which  accounted  for  approximately 
$1.4  million  in  revenues  in  the  first  quarter  of 
1993. 

The  ESL  Technology  business  unit  accounted 
for  54%  of  total  revenue,  while  the  Object 
Studio  business  unit  accounted  for  46%  of 
total  revenues  in  the  first  quarter  of  1994. 

Market  Financials 

Easel  markets  its  products  directly  to  large 
business  and  governmental  organizations  for 


internal  use,  and  to  independent  software 
vendors  that  use  Easel's  products  to  develop 
or  enhance  their  own  software  products 
(VARs).  The  company  also  markets  its 
products  through  distributors. 

Revenue  from  IBM  decreased  20%  to  $5.1 
million  in  1993  from  $6.4  million  in  1992  and 
decreased  as  a percentage  of  total  revenue  to 
19%  in  1993  from  20%  in  1992. 

Revenue  Analysis  by  Product  Line 

Approximately  58%  of  Easel's  1993  revenue 
was  derived  from  product  sales  and  licenses, 
which  includes  all  license  fees  and  royalty 
revenue  from  software  products  as  well  as  . 
42%  from  customer  support  services,  which 
include  software  maintenance,  consulting  and 
training.  A three-year  summary  of  source  of 
revenue  appears  on  the  following  page. 

Easel's  ESL  Technology  product  line 
contributed  49%,  63%  and  71%  of  revenue  in 
1993,  1992  and  1991  respectively. 

The  Object  Studio  product  line  accounted  for 
13%,  9%  and  8%  of  revenue  in  1993,  1992 
and  1991  respectively. 
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Easel  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Thousands) 


Fiscal  Year 

1993 

1992 

1991 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Software  licenses 

$16,832 

62% 

$23,743 

72% 

$24,872 

79% 

Software  maintenance 

4,887 

18% 

3,627 

11% 

2,204 

7% 

Training 

1,900 

7% 

1,649 

5% 

1,574 

5% 

Consulting 

3,529 

13% 

3,298 

10% 

2,204 

7% 

Hardware 

-- 

- 

660 

2% 

630 

2% 

Total 

$27,148 

100% 

$32,977 

100% 

$31,484 

100% 

Geographic  Markets  A three-year  geographic  source  of  revenue 

Approximately  70%  of  Easel's  1993  revenue  summary  follows: 

was  derived  from  North  America,  20%  from 

Europe  and  10%  from  export  sales  from  the 

U.S. 


Easel  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Thousands) 


Fiscal  Year 

1993 

1992 

1991 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$19,029 

70% 

$25,118 

76% 

$26,396 

83% 

Europe 

5,313 

20% 

4,820 

15% 

2,373 

8% 

Export  sales  from  U.S. 

2,806 

10% 

3,039 

9% 

2,715 

9% 

Total 

$27,148 

100% 

$32,977 

100% 

$31,484 

100% 

Acquisitions 

Acquisitions  made  by  Easel  over  the  past  two 
years  include  the  following: 

• In  March  1993,  Easel's  German  subsidiary 
acquired  certain  assets  of  AGLAIS  and 
obtained  noncompete  agreements  from  two 
key  employees  of  AGLAIS,  for  a total  of 


approximately  $585,000.  The  acquisition 
was  accounted  for  as  a purchase. 

- AGLAIS  is  a German  distributor  of 
software  products 

- AGLAIS  had  approximately  10  employees 
at  the  time  of  the  acquisition  and  1992 
revenue  of  about  $1.0  million. 


Easel  Corporation 
May  1994 


©INPUT  1994  Reproduction  prohibited. 


Page  5 of  9 


INPUT  Vendor  Profile 


• In  September  1992,  Easel  acquired  Enfin 
Software  Corporation  for  approximately 
652,018  shares  of  the  company's  common 
stock.  The  acquisition  was  accounted  for  as 
a pooling  of  interests. 

- Enfin  is  a developer  of  the  ENFIN  object 
technology  toolset,  which  now  forms  the 
basis  for  Easel's  Object  Studio  family. 

- Enfin  had  approximately  40  employees  at 
the  time  of  the  acquisition  and  1991 
revenue  of  about  $3.0  million. 

• In  February  1992,  Easel  acquired  the  assets 
of  Lloyd  Savage  Graphical  Interfaces,  Ltd. 
of  the  U.K.,  for  approximately  $1.4  million. 
The  acquisition  was  accounted  for  as  a 
purchase. 

- Lloyd  Savage  Graphical  Interfaces,  Ltd. 
(LSGI)  is  a distributor  of  software 
products. 

- LSGI  had  approximately  19  employees  at 
the  time  of  the  acquisition  and  1991 
revenue  of  about  $2.0  million. 

Employees 

As  of  January  31,  1994,  Easel  had 
approximately  205  employees,  segmented  as 
follows: 


Marketing  and  sales 56 

Product  development 50 

Consulting,  training  & support 60 

Finance  and  administration 39 


205 

• The  company  currently  has  199  employees. 


Key  Products  and  Services 

Products 

Easel  offers  two  distinct  families  of 
client/server  application  development 
products— the  ESL  Technology  family  and  the 
Object  Studio  family. 

The  ESL  Technology  Family  is  an  event- 
driven  development  technology  for  corporate 
developers  who  need  to  deliver  applications 
deployable  across  multiple  operating  systems 
and  client/server  architectures.  More  than 
300,000  PCs  are  running  a broad  spectrum  of 
ESL  Technology  applications  deployed 
worldwide.  Products  in  this  family  include: 

• ESL  Workbench™  — an  integrated  OS/2- 
based  development  environment  for 
creating  production  client/server 
applications. 

• ESL  for  Windows™ — a native  Windows 
development  environment  that  enables 
developers  to  create  production 
client/server  applications. 

• ESL  QuikStep — a source  code  project 
manager  and  interactive  source-level 
debugger  designed  to  simplify  the  process  of 
testing  and  maintaining  an  ESL  for 
Windows  application. 

• ESL  Renovator™  — a version  of  ESL 
Workbench  designed  to  update  existing  host 
applications. 

• ESL  Continuity™ — translates  External 
Source  Format  (ESF)  code  from  any  CASE 
vendor  supporting  ESF — including  IBM, 
Texas  Instruments,  KnowledgeWare  and 
Bachman — into  ESL  language  source  code. 
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ESL  Workbench  offers  a set  of  visual  tools  as 

follows: 

• Layout  Editor  for  visually  organizing  an 
application  interface  by  placing  and  sizing 
windows,  dialog  boxes,  dialog  controls  and 
other  objects. 

• Drawing  Editor,  Text  Editor  and  Menu 
Editor  for  creating,  editing  and  fine-tuning 
various  components  of  an  application. 

• Attribute  Editor  for  defining  and  editing 
attributes  of  different  components  of  an 
application. 

• Parts  Catalog  is  a hierarchial  catalog  of 
application  objects  for  viewing  how  an 
application  is  organized  or  loading  a specific 
application  object  into  the  appropriate 
editor. 

• Project  View  Manager  organizes  an 
application  by  grouping  its  components  into 
logical  sets. 

ESL  Workbench  offers  visual  debugging  tools 

as  follows: 

• Interactive  Debugger  for  executing  an 
application  continuously  or  statement  by 
statement. 

• Trace  Facilities  for  visually  monitoring  the 
execution  of  a program. 

• Stack  Window  for  viewing  the  response 
blocks,  action  routines  and  subroutines  and 
level  of  nesting.  It  immediately  edits 
runtime  values  through  a link  to  the 
attribute  editor. 

Easel's  visual  programming  tool  is  the  ESL 

Wizard.  It  provides  reusable  code  libraries 


and  dynamic  code  generation  along  with 
delivering  appropriate  sample  ESL  code 
libraries  for  a variety  of  program 
architectures,  visual  components  or 
connectivity  options  through  an  easy  point- 
and-click  interface. 

Object  Studio  product  line  is  geared  to 
building  Smalltalk-based  client/server 
applications  that  are  scaleable  to  a larger 
number  of  users  and  increasing  functionality 
requirements. 

This  product  line  includes: 

• ENFIN™ — an  object-oriented  client/server 
application  development  environment  with 
visual  programming  tools  for  Microsoft 
Windows,  OS/2  Presentation  Manager  and 
UNIX  Motif. 

• Synchrony™  — a business  object 
management  tool  that  integrates  the  design, 
assembly  and  reuse  of  high-level  business 
objects. 

• TeamBuilder™ — enables  groups  of 
developers  to  build  applications 
simultaneously. 

Support,  Training  and  Consulting 

Easel's  product  license  fees  include  an  initial 
three-month  maintenance  period  that  covers 
program  corrections,  hotline  support, 
enhancements  and  updates  when  released  by 
the  company.  Annual  maintenance  fees  are 
approximately  15%  to  18%  of  the  applicable, 
then  current  product  license  fee. 

Easel  offers  technical  support  via  telephone 
support  and  problem  isolation,  EaselFax 
automated  fax  response  system,  Easel 
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Marketing  and  Sales 

Easel  markets  its  products  through  a network 
of  direct  sales  offices  in  North  America  and 
affiliates  and  subsidiaries  in  28  countries 
worldwide. 

The  company's  subsidiaries  are  Easel  U.K., 
Easel  Japan  K.K.  and  Easel  Deutschland 
GmbH.  These  subsidiaries  sell  both  product 
lines. 


Exchange  electronic  bulletin  board  and 
upgrade  services  that  provide  automatic 
updates  of  ESL  products  at  no  extra  charge. 

The  company  offers  introductory  and 
advanced  training  classes  to  users  of  the 
company's  products.  The  company  currently 
trains  its  customers  and  outside  consultants. 

The  company  provides  consulting  services  that 
include  application  design  and  specification, 
programming  and  applied  expertise  in  the 
area  of  client/server  computing. 

Clients 

Easel  markets  its  products  and  services  to 
large  businesses  and  government 
organizations.  Some  of  the  company's 
customers  include: 

C American  Express  Company,  Armstrong 
World  Industries,  Inc.,  Bankers  Trust 
Company,  Becton,  Dickinson  & Co.,  Blue 
Cross  Blue  Shield,  Boeing  Computer  Services, 
British  Telecommunications,  Chase 
Manhattan  Bank,  Chevron  Company,  Chrysler 
Corp.,  CIGNA,  Continental  Bank,  Danske 
Bank,  DRI/McGraw-Hill,  Dun  & Bradstreet, 
Federal  Express,  Ford  Motor  Co.,  GE  Aircraft 
Engines  of  Canada,  Kemper  Financial 
Services  Inc.,  Los  Angeles  Department  of 
Water  and  Power,  MCI,  M&I  Data  Services, 
Mobil  Corporation,  Para  Research,  Platinum 
Technology,  Programart,  Prudential  Insurance 
Co.,  Renault,  Santa  Fe  Railway,  Sears 
Roebuck,  Shared  Medical  Systems,  Swiss  Rail, 
Systemhouse  Inc.,  Thames  Television,  US 
Sprint,  VF  Corporation,  Wells  Fargo  Bank 
and  Yellow  Freight  Systems,  Inc. 


The  company  has  international  sales 
relationships  in  Australia,  Austria,  Belgium, 
Brazil,  Denmark,  Finland,  France,  Italy, 
Netherlands,  Norway,  Spain,  Sweden, 
Switzerland,  Venezuela  and  the  Asia-Pacific 
region. 

Easel's  VAR  business  is  a sales  effort  focused 
on  ISVs  that  use  the  company's  products  to 
build  or  enhance  their  own  applications.  The 
company  has  formed  relationships  with 
companies  such  as  DRI/McGraw-Hill,  M&I 
Data  Services,  Para  Research,  Platinum 
Technology,  Programart  and  Shared  Medical 
Systems. 

The  company's  marketing  program  includes 
telemarketing,  public  relations,  direct  mail, 
advertising,  promotional  material,  seminars 
and  ongoing  customer  communication 
programs.  A user  meeting  is  held 
approximately  once  every  18  months. 

Competition 

Easel  faces  competition  from  companies  that 
provide  client/server-based  application 
development  tools  and  include — Powersoft, 
Gupta,  Microsoft,  Uniface  and 
KnowledgeWare. 


c 


Page  8 of  9 


©INPUT  1994  Reproduction  prohibited. 


Easel  Corporation 
May  1994 


INPUT  Vendor  Profile 


INPUT  Vendor  Profile 


The  company's  Object  Studio  products 
compete  with  other  Smalltalk-based  tools 
including  ParcPlace,  IBM  and  Digitalk. 

Easel  also  competes  with  a large  number  of 
indirect  competitors,  including  RDBMS 
vendors  that  provide  application  development 
tools  with  their  proprietary  database 
technology,  CASE  tools  vendors  and  personal 
workstation-based  application  development 
tools  vendors. 

INPUT  Assessment 

• Easel's  main  challenge  is  to  gain  more 
momentum  in  the  client/server  application 
development  market  with  its  competitive 
products,  complementing  its  strength  in 
graphical  front-end  application 
development. 

• Easel  has  a very  good  support  system  in 
place,  with  the  EaselFax  faxback  system 
and  Easel  Exchange  bulletin  board  services. 

• With  the  expiration  of  its  marketing 
agreement  with  IBM,  Easel  needs  to  form 
joint  marketing  alliances  with  vertical 
market  vendors. 

• Easel  needs  to  have  more  partners  in  order 
to  build  its  indirect  channels. 
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Chairman 

& CEO:  Lester  M.  Alberthal,  Jr. 

Vice  Chairman:  Gary  J.  Fernandes 

President  & COO:  Jeff  Heller 

5400  Legacy  Drive 
Plano,  TX  75024 

Phone:  (214)  605-6000 

Fax:  (214)  605-6545 

Internet:  http://www.eds.com 


Status:  Public 

Employees:  95,000+  (6/96) 

Revenue:  $12,422,100,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• During  1995,  EDS  exceeded  $12  billion  in 
revenues  for  the  first  time  in  the  company’s 
34-year  history. 

• On  June  7,  1996,  General  Motors  (GM) 
common  stockholders  approved  EDS’  split- 
off  from  GM.  EDS  common  stock  has  begun 
trading  on  both  the  New  York  Stock 
Exchange  and  the  London  Stock  Exchange. 
EDS  management  expects  the  split-off  will 
allow  EDS  the  flexibility  it  needs  to  enter 

©INPUT  1996 


new  markets,  forge  new  alliances,  and  offer 
a widening  range  of  capabilities. 

• EDS  signed  its  largest  non-GM  outsourcing 
contract  ever  during  1994 — a $3.2  billion 
agreement  with  Xerox  Corporation. 

• More  than  30%  of  EDS’  1995  revenue  came 
from  outside  the  U.S.  The  company 
continues  to  expand  internationally,  with 
operations  in  Europe,  Japan,  Asia/Pacific, 
Africa,  South  America,  Canada,  and  Mexico. 

• During  1995,  EDS  merged  its  management 
consulting  unit  with  newly  acquired 
consulting  firm  A.T.  Kearney  to  create  a 
leading  management  consulting  firm. 
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Company  Description 

EDS,  founded  in  1962,  is  a world  leader  in  the 
application  of  information  technology  (IT), 
providing  information  processing,  systems 
management,  systems  integration,  systems 
development,  consulting,  software  products, 
and  process  management  services  to 
customers  worldwide.  EDS  serves  public  and 
private  organizations  in  banking  and  finance, 
communications,  energy,  government,  health 
care,  insurance,  manufacturing,  retail,  and 
transportation. 

• EDS  currently  has  more  than  95,000 
employees  and  more  than  8,000  clients  in  all 
50  states  and  more  than  40  other  countries. 

• EDS’  largest  client  is  General  Motors 
Corporation  (GM)  and  its  subsidiaries, 
which  contributed  approximately  31%  ($3.89 
billion)  to  EDS’  1995  revenue. 

On  June  7,  1996,  GM  common  stockholders 
approved  EDS’  split-off  from  GM,  allowing 
holders  of  GM  Class  E (GME)  stock  to 
exchange  their  shares  for  EDS  common  stock 
on  a one-for-one  basis. 

• According  to  Chairman  and  CEO  Les 
Alberthal,  the  split-off  is  intended  to 
accomplish  three  critical  objectives  for  EDS: 

- To  improve  EDS’  ability  to  participate  in 
major  strategic  alliances 

- To  remove  limitations  on  EDS’  ability  to 
obtain  business  from  companies  that 
compete  writh  GM  or  its  subsidiaries 

- To  enhance  EDS’  access  to  the  capital 
necessary  for  investment  in  its  future 
growth 

• EDS  will  remain  GM’s  principal  IT  supplier 
through  a renewable  10-year  outsourcing 
plan;  EDS  will  also  have  opportunities  to 


expand  its  relationship  with  GM  by  bidding 
on  some  services  not  covered  by  the  Master 
Service  Agreement.  GM  will  have  some 
flexibility  to  competitively  bid  and 
potentially  outsource  a limited  portion  of  its 
IT  services  to  other  suppliers. 

• EDS  has  announced  a new  board  of 
directors  and  has  appointed  Gary  J. 
Fernandes,  formerly  an  EDS  senior  vice 
president,  as  vice  chairman  of  the  company. 
Jeff  Heller,  also  previously  an  EDS  senior 
vice  president,  is  now  president  and  chief 
operating  officer. 

• EDS  also  announced  that  it  would  incur  a 
pretax  nonrecurring  charge  (in  the  range  of 
$500  million  to  $750  million)  in  the  second 
quarter  of  1996  in  connection  with  a 
voluntary  early  retirement  offer  to  some  of 
its  U.S.  employees  and  a limited  work  force 
realignment.  The  company  stated  that  it 
was  also  considering  certain  other 
restructuring  actions. 

• Prior  to  June  1996,  EDS,  acquired  by  GM  in 
October  1984,  operated  as  an  independent 
subsidiary  of  GM.  EDS’  performance 
formed  the  base  from  which  any  dividend  on 
GME  common  stock  was  declared.  These 
earnings  included  income  earned  from 
services  provided  by  GM  and  its  other 
subsidiaries. 

Organization  and  Structure 

EDS  is  organized  to  support  individual 
industries  and  the  business  needs  of  its 
customers.  The  company’s  current 
organization  structure  is  summarized  in 
Exhibit  A. 

Coinciding  with  its  split-off  from  GM,  EDS 
has  reorganized  its  leadership  structure. 

• EDS’  Leadership  Council  was  replaced  by 
two  separate  panels — The  Executive 
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Council,  EDS’  chief  strategy  and  policy- 
making group  overseen  by  chairman  and 
CEO  Les  Alberthal,  and  the  Global 
Operations  Council,  which  is  responsible  for 
operating  strategies  and  other  business 
issues  under  the  direction  of  Jeff  Heller, 
president  and  COO. 

• EDS’  basic  organizational  philosophy  and 
structure  of  strategic  business  units  and 
strategic  support  units,  established  in  1989, 
remain  in  place. 

• Sales  and  operations  are  the  responsibility 
of  the  strategic  business  units,  each  oriented 
to  a particular  industry  or  geographic 
region. 

EDS’  organization  features  four  components 

that  are  summarized  in  Exhibit  B and  include 

the  following: 

• Industry — The  Industry  component  is 
central  to  the  organizational  framework 
because  industry  knowledge  is  key  to 
creating  value  for  EDS  customers. 

• Geography  / Culture — The 
Geography/Culture  component  is  focused  on 
the  geographical  area  being  operated  within, 
providing  a local  face  to  a global  EDS. 

• Infrastructure — Strategic  Support  Units 
(SSUs),  such  as  Information  Processing 
Center  (IPC)  Operations,  Field  Services,  and 
Applied  Engineering,  as  well  as  additional 
support  units  in  areas  such  as  employee 
development,  purchasing,  marketing, 
planning,  and  consulting,  provide  core 
capabilities  to  all  of  EDS. 

• Corporate — The  Corporate  component 
provides  essential  support  and  staff 
services. 


There  are  four  levels  of  corporate  governance 
within  each  of  the  four  above  components  as 
follows: 

• Unit — The  Strategic  Business  Unit  (SBU) 
and  SSU  levels  are  the  fundamental 
building  blocks  of  EDS  and  are  closest  to  the 
customer.  SBU  functions  include  marketing 
and  business  development,  sales  and  sales 
support,  systems  engineering,  products  and 
services,  business  operations,  and  financial 
responsibilities.  SBUs  are  responsible  for 
working  with  other  SBUs  and  SSUs  to  find 
the  resources,  products,  and  services  that 
best  meet  customers’  needs. 

• Group — Group  Executives  develop  five-year 
business  plans,  coordinate  marketing  and 
selling  functions  and  monitor  and  ensure 
teamwork,  quality,  and  customer 
satisfaction.  In  the  Industry,  Infrastructure 
and  Corporate  components,  Group 
Executives  are  responsible  for  developing 
global  strategy  within  their  areas.  Group 
Executives  in  the  Geography/Cultural 
component  are  responsible  for  the  strategy 
within  their  region. 

• Global  Operations  Council — Headed  by 
EDS’  president,  the  Global  Operations 
Council  oversees  EDS  operating  strategies 
and  other  business  issues. 

• Executive  Council — Headed  by  EDS’  CEO, 
this  council  develops  EDS’  strategy  and 
establishes  policies. 

Headquartered  in  Plano  (TX),  EDS  has  more 
than  850  locations  worldwide. 

EDS’  various  joint  ventures  are  listed  under 
the  Alliances  section  of  this  profile. 
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Exhibit  B 

EDS  Organization  Components 


Component 

Group 

Unit(s) 

Industry 

General  Motors 

Planning  and  Integration;  GM  Europe;  Advanced 
Technology;  Powertrain  and  Delco  Electronics;  North 
American  Vehicle  Sales  & Marketing;  Operations  and 
Staff  Support;  AGT  and  Electro-motive;  N.A.  Vehicle 
Platforms;  GM  Delphi  Automotive  Systems 
Engineering  & Technical  Support;  GM  Asia/Pacific 
Operations;  GM  International 

Manufacturing 

Manufacturing  Suppliers  (Food.  Retail)  & 

Engineering  Services;  High  Technology;  Unigraphics; 
Diversified  Manufacturing;  Process  Manufacturing; 
Transportation  Vehicle  & Heavy  Equipment; 
Aerospace  & Defense;  Commercial  Services 

Financial 

Large  Financial  Institutions;  Financial  Services; 
Brokerages  and  Investment  Houses;  Real  Estate; 
Capital  Services;  Commercial  Insurance 

Government  Systems 
Group 

Government — Services;  Government— Military; 
Government — State  and  Local 

Travel  and  Transportation 

Air  Transport;  Travel  Services;  Freight 

Communications 

Global  Telecommunications;  Media;  Personal 
Communications;  Infotainment;  Internet  & New  Media; 
Video  Lottery  Technology 

Energy 

Natural  Gas  and  Liquids;  Petroleum;  Mining; 
Chemicals 

Health  Care 

Health  Care;  Life;  State  Health  Care 

Geography/Culture — 
Americas 

US. 

Government — Federal;  Government— Military; 
Government — State  and  Local;  Health  Care; 
Government  Services 

Non-U. S. 

Canada;  Mexico 

Geog  ra  phy/C  u Itu  re— 
Europe 

Europe— Central 

Europe — North 
Europe — South 

Austria,  Czech  Republic,  Germany,  Hungary,  Poland, 
Switzerland 

U.K.,  Benelux,  and  Scandinavia 
France,  Spain,  Italy,  Portugal,  Iberian 

Geography/Culture — Japan 

Japan 

Japan 

Geography/Culture 

Asia/Pacific 

Asia/Pacific 

Korea;  Australia  and  New  Zealand;  Thailand; 
Taiwan;  Hong  Kong;  China;  Singapore;  Malaysia 

Geography/Culture — Africa 

Africa 

Africa 

Geography/Culture — 

South  and  Central  America 

Venezuela,  Brazil,  Argentina 

(continued) 
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Exhibit  B (Cont). 

EDS  Organization  Components 


Component 

Group 

Unit(s) 

Infrastructure 

Business  Development 

Americas;  Asia/Pacific  and  Japan; 
Europe;  Africa 

Client/Server  Technology 

Client/Server  Account  Operations;  Technical 
Services;  Electronic  Commerce;  Office  of  the  Chief 
Information  Officer 

Management  Consulting 
Services 

Global  Practice  Support;  Mergers  and  Acquisitions; 
Technology  Advisory  Services  Consulting  Group; 
GM,  Financial  and  the  Americas  Consulting  Group 

Customer  Business 
Services 

Account  Services;  Field  Services 

Employee  Development 

Compensation;  Industry  Training;  Leadership 
Development;  Quality;  Staffing;  Technical 
Development;  Global  Diversity 

Infrastructure  Services 

Global  Network  Management;  Communications 
Service  Delivery;  Regional  Operations 

Market  Development 

Marketing;  Marketing  Support; 

Sales  Leadership;  Strategic  Planning 

Operating  Services 

Operating  Services — Client/Server; 
Operations;  Operations — Europe 

Research  & Development 

Research  & Development 

Technology 

Architecture 

Business  Application  of  Technology  and 
Communications  Services;  Systems  & 
Methods;  Computing  and  Communications 
Architecture 

Corporate 

Audit;  Communications  & 
Public  Affairs;  Controller; 
Government  Affairs;  Legal; 
Treasurer;  Procurement; 
Tax;  Administration 
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Company  Strategy 

EDS  is  structured  in  a matrix-comprised  of 
SBUs  and  SSUs  representing  the  industry, 
geographic,  and  technical  aspects  of  EDS. 
Business  efforts  are  led  by  EDS’  vertical 
industry  groups  that  have  the  specific 
industry  knowledge  necessary  to  fully  support 
any  customer  in  a given  market. 

As  part  of  its  branding  initiative,  EDS  is 
attempting  to  create  a single  brand  identity 
across  all  geographies  and  industries  that  it 
serves. 

• EDS  believes  that  it  can  enhance  its 
customers’  productivity  and  improve  their 
performance.  The  branding  initiative  will 
highlight  specific  examples  where  EDS  has 
achieved  this  for  its  customers. 

• EDS  is  also  emphasizing  its  ability  to  be 
more  responsive  to  rapidly  changing  market 
dynamics  as  a newly  independent  company, 
and  will  form  new  alliances  and  launch  new 
ventures. 

Outsourcing  is  the  largest  and  most  mature  of 
EDS’  services.  EDS  has  been  providing  some 
version  of  outsourcing  since  its  founding  in 
1962. 

EDS  is  using  its  experience  in  outsourcing 
and  its  technological  infrastructure  to  expand 
beyond  traditional  IT  to  provide  management 
consulting  and  business  operations  (process 
management). 

• During  the  past  six  years,  EDS  has  been 
positioning  itself  as  a partner  to  its  clients. 

It  has  constructed  contracts  that  share  the 
risk  and  reward  with  the  customer. 


• EDS  has  originated  a performance-driven 
customer  relationship  called  CoSourcingSM 
in  which  EDS’  involvement  with  its 
customers  is  expanded  to  provide  IT  services 
and  business  performance  improvement 
skills — combining  EDS’  capabilities  and 
customer  capabilities.  EDS  brings  its  global 
technical  infrastructure  and  expanded 
knowledge  of  how  IT  can  be  applied  to 
business  processes  to  add  value  to 
customers’  business.  The  customers  bring 
the  knowledge  of  their  business  and  the  core 
competencies  that  have  enabled  them  to 
build  their  businesses.  Under  CoSourcing, 
EDS  and  the  customer  collaborate  to  plan 
and  work  to  achieve  shared  goals. 

To  date,  EDS  has  established  successful 
businesses  in  document  processing,  electronic 
commerce,  customer  services,  desktop 
products  and  services,  logistics,  product 
design,  data  mining,  and  data  warehousing,  to 
name  a few. 

EDS’  technological  resources  include: 

• EDS*NET,  one  of  the  largest  privately 
owned  networks  in  the  world 

• 14  Information  Processing  Centers  (IPCs) 

• 78  data  center  mainframe  sites  (industry  or 
customer  specific) 

Financials 

EDS’  1995  operating  revenue  reached  $12.42 
billion,  a 25%  increase  over  $9.96  billion  for 
1994.  Net  income  rose  14%,  from  $821.9 
million  in  1994  to  $938.9  million  in  1995. 

A five-year  financial  summary  follows: 
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EDS 

Five-Year  Financial  Summary 

($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 
- GM 

$3,891.1 

$3,547.2 

$3,323.7 

$3,348.5 

$3,362.2 

- Other 

8.531.0 

6.412.9 

5.183.6 

4.806.7 

3.666.3 

$12,422.1 

$9,960.1 

$8,507.3 

$8,155.2 

$7,028.5 

• Percent  change  from 
previous  year 

25% 

17% 

4% 

16% 

17% 

Income  before  taxes 

$1,467.0 

$1,284.2 

$1,131.3 

$1,000.8 

$893.7 

• Percent  change  from 
previous  year 

14% 

14% 

13% 

12% 

13% 

Net  income 

$938.9 

$821.9 

$724.0 

$635.5 

$547.5 

• Percent  change  from 
previous  year 

14% 

14% 

14% 

16% 

10% 

Earnings  per  share 

$1.96 

$1.71 

$1.51 

$1.33 

$1.14 

• Percent  change  from 
previous  year 

15% 

13% 

14% 

17% 

10% 

EDS  management  attributes  1995  revenue 
increases  to  the  following: 

• EDS  signed  more  than  $10.1  billion  in  new 
business  during  the  year.  For  the  year, 
revenues  from  non-GM  sources  increased 
33%  to  represent  nearly  69%  of  total 
revenue,  compared  with  64%  of  total 
revenue  in  1994  and  61%  of  total  revenue 
in  1993. 

• For  1995,  nearly  30%  of  total  revenue  was 
generated  outside  the  U.S.  European  non- 
GM  revenue  increased  43%  in  1995  to  more 
than  $2  billion,  due  primarily  to  business  in 
the  U.K.  Other  international  non-GM 
revenue  rose  more  than  42%  over  1994, 
primarily  due  to  business  in  Japan  and 
New  Zealand. 


Revenue  Analysis  by  Product / Service 

INPUT  estimates  that  EDS’  $5.8  billion  in 
1995  U.S.  non-GM  information  services 
revenue  was  derived  approximately  as 
follows: 


Systems  operations 60% 

Systems  integration 20% 

Professional  services 15% 

Software  products/turnkey 5% 


100% 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1996  reached  $3,367  billion,  a 21% 
increase  over  $2,776  billion  for  the  same 
period  in  1995.  Net  income  for  the  period 
rose  11%  to  $218.8  million,  compared  with 
$196.8  million  in  the  corresponding  period  a 
year  ago. 
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• EDS’  non-GM  revenue  rose  28%  over  1995 
and  accounted  for  more  than  71%  of  total 
first  quarter  revenue. 

• Revenue  from  outside  the  U.S.  was  up  39% 
and  contributed  32%  to  total  revenue. 

Market  Financials 

Approximately  36%  of  EDS’  total  1995 
revenue  was  derived  from  its  parent 
company — GM.  The  remaining  64%  of  total 
revenue  was  derived  from  clients  in  various 
industries,  including  banking  and  finance, 
insurance,  manufacturing  and  distribution, 
government,  retail,  communications, 
transportation,  and  energy. 

A two-year  summary  of  EDS’  source  of 
worldwide  revenue  by  industry  market 
(including  GM)  follows: 


EDS 

Two-Year  Source  of  Revenue  Summary 


($  Mi 

lions) 

Fiscal  Year 

Industry  Market 

1995 

1994 

Manufacturing 

47% 

49% 

Financial 

14% 

14% 

Government 

12% 

10% 

Communications 

8% 

7% 

Health 

7% 

8% 

Travel/T  ransportation 

4% 

5% 

Energy 

3% 

4% 

Other 

5% 

3% 

Total 

100% 

100% 

Geographic  Markets 

Approximately  70%  of  EDS’  total  1995 
revenue  was  derived  from  the  U.S.,  21%  from 
Europe,  and  9%  from  other  international 
sources. 

• Approximately  $5.8  billion  (47%)  of  EDS’ 
total  1995  revenue  was  derived  from  U.S. 
non-GM  customers,  $2.0  billion  (16%)  from 
European  non-GM  customers,  and  $734.6 
million  (6%)  from  other  international  non- 
GM  customers. 

• A three-year  summary  of  geographic 
sources  of  revenue  is  shown  on  the 
following  page. 
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EDS 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent 

$ 

Total 

$ 

Total 

$ 

of  Total 

U.S. 

- Outside  customers 

$5,794.9 

47% 

$4,611.2 

46% 

$4,004.5 

47% 

- GM  and  subsidiaries 

2.926.1 

23% 

2 764  4 

27% 

2.574.5 

30% 

Total  U.S. 

$8,721.0 

70% 

$7,375.6 

73% 

$6,579.0 

77% 

Europe 

- Outside  customers 

$2,001.5 

16% 

$1,308.1 

13% 

$911.6 

11% 

- GM  and  subsidiaries 

659.2 

5% 

523  4 

5% 

511.2 

6% 

Total  Europe 

$2,660.7 

21% 

$1,831.5 

18% 

$1,422.8 

17% 

Other  international 
- Outside  customers 

$734.6 

6% 

$493.6 

5% 

$267.5 

3% 

- GM  and  subsidiaries 

305.8 

3% 

259.4 

3% 

238.0 

3% 

Total  Other  (a) 

$1,040.4 

9% 

$753.0 

8% 

$505.5 

6% 

Interest  and  other  income 

-- 

- 

$92.3 

1% 

$54.5 

- 

Total 

$12,422.1 

100% 

$10,052.4 

100% 

$8,562 

100% 

(a)  Differences  due  to  rounding. 


Acquisitions 

In  May  1995,  EDS  acquired  FCI 
Incorporated,  a management  and  IT  services 
firm  based  in  New  York.  The  acquisition 
was  accounted  for  as  a purchase. 

• Combining  the  resources  of  EDS  and  FCI 
has  provided  EDS  a means  of  directing  its 
business  initiatives  in  the  securities 
industry. 

• FCI  is  known  throughout  the  investment 
community  as  an  expert  in  international 
securities  operations  and  systems. 

In  August  1995,  EDS  purchased  the  check 
processing  operations  of  the  Federal  Home 
Loan  Bank  of  Cincinnati. 


• Under  the  agreement,  EDS  provides  NOW 
account/inclearing,  check  deposit,  and 
lockbox  processing  services  to  FHLB’s  150 
member  institutions  through  FHLB’s 
existing  processing  centers  in  Cleveland, 
Cincinnati,  and  Nashville. 

• EDS  claims  to  be  the  industry’s  largest 
nonbank  check  processor,  handling  more 
than  2.5  billion  items  annually  around  the 
world,  including  financial  services  in  the 
U.S.,  Argentina,  Australia,  Germany,  New 
Zealand,  and  the  U.K. 

In  September  1995,  EDS  acquired  A.T. 
Kearney  for  an  estimated  $600  million, 
including  approximately  $300  million  in 
cash,  notes,  and  contingency  payments  as 
well  as  a stock  incentive  position  of 
approximately  seven  million  shares  of  GME 
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stock,  which  will  vest  over  a long  period  for 
certain  A.T.  Kearney  people  joining  the  new 
entity. 

• A.T.  Kearney,  founded  in  1926,  is  a global 
management  consulting  firm  with 
worldwide  headquarters  in  Chicago  (IL). 
At  the  time  of  the  acquisition,  A.T. 
Kearney  had  approximately  2,000 
consulting  and  administrative  employees 
in  offices  throughout  the  Americas, 

Europe,  and  the  Asia/Pacific  region  and 
estimated  1994  revenue  of  $345  million. 

• EDS  has  merged  its  management 
consulting  unit  with  A.T.  Kearney  to 
create  a new  subsidiary — A.T.  Kearney, 
Inc. — with  more  than  3,600  employees, 
more  than  $500  million  in  annual  revenue, 
and  offices  in  28  countries. 

• A.T.  Kearney  remains  headquartered  in 
Chicago  and  has  a separate  board  of 
directors  consisting  of  EDS  and  A.T. 
Kearney  executives.  A.T.  Kearney  CEO 
Fred  Steingraber  is  CEO  of  the  merged 
firm  and  Gary  Fernandes,  senior  vice 
president  of  EDS,  serves  as  chairman  of 
the  board. 

In  November  1995,  EDS  acquired  LINC 
Computer.  Inc.  of  Tokyo  (Japan). 

• LINC,  now  known  as  CSG  Japan,  is  a 
computer  services  company  that  provides 
desktop  products  and  services  to  foreign 
affiliates  and  local  companies  in  Japan. 
CSG’s  services  include  the  design,  testing, 
and  implementation  of  local-area  and 
wide-area  networks,  desktop  outsourcing, 
and  the  resale  and  integration  of  personal 
computer  products.  CSG  also  provides 
help  desk  services  and  PC  maintenance. 

• CSG,  with  annual  revenue  of  about  $20 
million,  has  a staff  of  100  employees  that 


includes  professionals  of  more  than  10 
different  nationalities,  70%  of  whom  are 
bilingual. 

In  February  1995,  EDS  acquired  the 
Lakewood  Corporation,  a Greenfield  (NH)- 
based  developer  of  mortgage  processing 
software.  The  Lakewood  open  client/server- 
based  system  handles  all  aspects  of  the 
mortgage-lending  process,  including 
prequalification,  origination,  registration, 
processing,  underwriting,  closing,  and 
secondary  marketing,  and  runs  on  a variety 
of  platforms,  from  laptops  to  desktop  PCs 
and  large-scale  system  servers. 

In  January  1995,  EDS  acquired  Varitel 
Video,  a privately  owned  post-production 
company. 

• Varitel,  based  in  Los  Angeles  and  San 
Francisco  (CA)  with  115  employees,  is  a 
full-service  film  and  video  production  and 
post-production  company  specializing  in 
applying  analog  and  digital  technology  in 
film,  videotape,  and  computer  graphics. 
Clients  include  all  the  major  motion 
picture  studios,  television  networks,  and 
advertising  agencies. 

• The  acquisition  further  expands  EDS’ 
customer  base,  provides  new  avenues  for 
leveraging  its  core  capabilities  and  allows 
EDS  to  take  advantage  of  emerging 
multimedia  content  management 
opportunities. 

A summary  of  1994  acquisitions  follows: 

• In  November  1994,  EDS  acquired  GCS 
Limited,  one  of  the  largest  suppliers  of  IT 
services  to  the  government  sector  in  New 
Zealand,  for  $28.2  million.  EDS  officials 
value  the  business  at  $270  million  over  the 
next  five  years. 
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• In  October  1994,  EDS  acquired  the 
outsourcing  contracts,  software  products, 
and  computer  facilities  of  Newtrend  L.P. 
of  Orlando  (FL). 

• In  August  1994,  EDS  acquired  ICR 
International  Consulting  and 
Rechenzentrum  GmbH,  a German 
professional  services  and  outsourcing  firm. 
The  acquisition  strengthened  EDS’ 
presence  in  the  commerce,  banking, 
insurance,  and  communications  technology 
sectors. 

• In  May  1994,  EDS  acquired  Databank,  one 
of  the  largest  information  technology 
companies  in  New  Zealand,  providing 
software  development  and  support, 
disaster  recovery,  facilities  management, 
and  network  planning  services.  EDS 
officials  estimated  that  the  value  of  the 
business  over  five  years  would  be  at  least 
$350  million. 

• In  April  1994,  EDS  acquired  Eurosept,  a 
leading  French  consulting  firm  providing  a 
range  of  management  consulting  services 
related  to  the  development  and 
implementation  of  business  strategies. 

The  firm  had  more  than  350  clients  in  the 
financial  services,  insurance,  public 
utilities  and  logistics  industries. 

• In  April  1994,  EDS  acquired  F.C. 
Consultoria,  a Brazilian  consulting  firm 
with  extensive  experience  in  business 
assessment,  change  management, 
purchasing,  and  manufacturing  systems 
consulting.  Customers  included  a number 
of  multinational  corporations  in  the 
manufacturing,  consumer  and  electronic 
products,  and  agricultural  business 
industries. 

• In  April  1994,  EDS  and  Harvard 
Community  Health  Plan  (HCHP), 


partners  in  Interpractice  Systems 
Associates  L.P.,  announced  that  EDS  had 
obtained  exclusive  rights  to  market, 
develop,  and  implement  the  IPS  clinical 
information  system. 

• In  January  1994,  EDS  acquired  a majority 
interest  in  Gruppo  S&M,  a leading  IT 
services  company  in  Italy  providing  design 
and  customization  of  applications  software 
and  systems  integration  services  primarily 
to  the  banking  and  finance, 
manufacturing,  and  public  sector  markets. 

Divestitures 

In  February  1996,  EDS  sold  the  disaster 

recovery  business  of  its  Newtrend  division  to 

SunGard  Data  Systems. 

Employees 

EDS  currently  has  more  than  95,000 

employees  worldwide. 

Key  Products  and  Services 

EDS’  range  of  services  include  the  following: 

• Systems  Management — Involves  the 
ongoing  management  and  operation  of 
information  technology  components 
(computing,  communications,  applications, 
and/or  data).  It  may  involve  resources 
ranging  from  specialized  systems 
applications  to  the  customer’s  entire 
information  technology  function,  including 
facilities  and  personnel. 

- Systems  Operations/Facilities 
Management  (FM) — EDS  assumes 
virtually  all  of  the  data  processing  and 
communications  requirements  for  the 
customer  over  a multiyear  term. 
Responsibilities  include  the  design  and 
implementation  of  business  information 
systems,  the  staffing  of  the  data 
processing  functions,  the  development 
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and  maintenance  of  necessary  software, 
and  the  operation  of  all  computer 
activities. 

- Processing  Services — EDS  provides  data 
processing  services  from  an  EDS  data 
center,  billed  on  a predetermined 
minimum  monthly  basis,  usually  based 
on  the  number  of  transactions. 

- In  1995,  EDS  introduced  Renascence™, 
a desktop  outsourcing  and  management 
service  that  is  customized  to  meet 
customers’  business  requirements.  The 
core  services  offered  under  Renascence 
are  consulting  and  design,  systems 
engineering,  integration,  deployment  of 
hardware  and  software,  installation, 
ongoing  desktop  support,  training,  and 
network  systems  management. 
Renascence  is  a flexible  service  offering 
that  allows  EDS  to  align  client/server 
development  strategy  with  customers’ 
business  goals  for  enterprise  distributed 
systems  management. 

• Systems  Integration — EDS  designs, 
implements,  and  installs  the  appropriate 
combination  of  hardware  and  software 
integrated  into  a total  system  designed  to 
fulfill  the  customer’s  processing  and 
communications  requirements. 

• Systems  Development  (Professional 
Services) — EDS  provides  system  design, 
custom/contract  programming,  migration, 
and  joint  development  services  to  meet 
customers’  specific  business  needs  for 
functional  specifications  and  applications. 

• Consulting  (Professional  Services) — These 
services  include  the  development, 
refinement,  and  coordination  of  strategies 
to  support  a client’s  business  direction, 
impact  business  performance,  and  improve 
operating  results.  Consulting  is  offered  for 


business  planning,  business  process 
design,  technology  strategy  and  planning, 
and  change  management. 

• Product — EDS  provides  software  and 
hardware  in  several  areas — for  example, 
computer-aided  design,  local  government 
management,  and  EDI  services. 

• Process  Management — Outside  the  sphere 
of  information  technology,  EDS  also 
provides  ongoing  responsibility  for  the 
direction  and  operation  of  one  or  more 
business  processes  within  a client 
organization.  This  includes  resources 
(acquisition,  deployment,  and  use  of 
people,  facilities,  technology,  support 
functions  and  supplies),  integration 
(linking  business  processes)  and 
performance  (accountability  of 
performance  measures).  As  a fiscal  agent, 
EDS  is  responsible  for  all  data  processing 
functions  as  well  as  other  administrative 
duties.  These  duties  may  include 
processing  and  paying  claims  as  well  as 
ensuring  proper  coordination  of  benefits. 

Strategic  Support  Units 

While  the  SBUs  concentrate  on  their  specific 
industries,  SSUs  are  creating  products  and 
services  that  can  be  distributed  horizontally 
across  SBUs  through  tailoring  to  meet  the 
needs  of  the  different  industries  EDS 
supports. 

Client/Server  Group 

This  group  was  created  by  EDS  to  leverage 
capabilities  across  the  industries  and 
geographies  that  EDS  serves.  The  global 
organization  develops  and  manages 
distributed  computing  infrastructures  that 
support  customers’  business  strategies 
worldwide. 
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Services  provided  through  the  Client/Server 
Group  include  Renascence,  information  and 
physical  security  services,  training  and 
development,  customer  service  outsourcing, 
electronic  commerce,  electronic  data 
interchange,  and  corporate  information 
systems. 

Internet  Services 

During  the  third  quarter  of  1995,  EDS 
introduced  a suite  of  Internet  offerings  to 
establish  a presence  for  its  business 
customers  on  the  World  Wide  Web.  Services 
include  facilitating  content  management, 
storage,  computing,  and  connectivity; 
measurement  and  analysis;  infrastructure 
services  featuring  secure  Internet 
connectivity  and  application  integration  for 
business  users  at  EDS  customer  sites;  and 
interactive  banking  and  financial  services, 
including  electronic  bill  presentation, 
payment,  and  messaging. 

The  Internet  and  New  Media  organization 
supports  a recent  offering — WebVault — an 
integrated  approach  that  transforms  an 
enterprise  network  into  a company’s  own 
intranet.  WebVault  links  popular  desktop 
Web  browsers  with  applications  and 
databases  from  the  customer’s  network  so 
that  many  areas  of  the  customer’s  network 
can  be  browsed  as  easily  as  the  World  Wide 
Web. 

EDS  was  named  by  Netscape  as  one  of  four 
major  systems  integrators  qualified  to  help 
corporate  customers  establish  a presence  on 
the  Internet  and  set  up  Internet  systems 
using  Netscape  products. 

Electronic  Commerce 

Electronic  Commerce  focuses  on  improving 
the  flow  of  information  between  trading 
partners  and  consumers. 


Three  EDS  Electronic  Commerce  units  focus 
on  consumer  transaction  processing. 

• Electronic  Financial  and  Information 
Transaction  (EFIT)  services  provide  a 
single  point  of  financial  settlement  of 
these  transactions  for  numerous  national 
and  local  networks. 

• Card  Processing  Services  (CPS)  process 
transactions  initiated  through  the  use  of 
ATM/debit  cards,  MasterCard,  Visa,  JCB 
and  private-label  cards.  Since  EDS’ 
entrance  into  the  credit  card  processing 
market  in  1989,  EDS  has  become  one  of 
the  largest  credit  card  processors,  with 
more  than  16  million  cardholders 
representing  350  financial  institutions  in 
support  of  more  than  300,000  merchant 
locations  nationally. 

• Interactive  Transaction  Partners  (ITP)  is  a 
joint  venture  between  EDS,  U S WEST 
and  France  Telecom  to  provide  branded 
nationwide  interactive  electronic 
transaction  services  available  on  a private 
level  or  branded  basis  to  financial 
institutions,  merchants,  and  other  firms 
with  a consumer  or  small  business 
franchise.  Services  include  on-line  bill 
payment,  interactive  banking,  electronic 
bill  presentment,  and  interactive 
messaging. 

The  fourth  unit — Electronic  Commerce 
Services — focuses  on  business-to-business 
communications  and  the  integration  of 
technologies,  such  as  electronic  data 
interchange  (EDI),  electronic  funds  transfer 
(EFT),  and  electronic  catalogs  and  bulletin 
boards. 

A summary  of  EDS’  products  and  services  by 
industry  market  follows: 
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Government — Federal 
EDS  provides  systems  management  and 
systems  integration  services  to  federal, 
state,  and  local  government  customers. 

Federal  government  contract  examples 
include  the  following: 

• A five-year  contract  valued  at  $332  million 
with  the  U.S.  Navy  to  provide  local-area 
and  enterprise  network  products  and 
services  under  the  PC  LAN+  contract. 

EDS  is  supplying  departments  and 
agencies  of  the  federal  government  with 
servers,  office  automation  software, 
peripherals,  and  networking 
communications  equipment,  and  related 
services. 

• Supplying  procurement  and  testing  as  a 
subcontractor  to  BTG,  Inc.  on  a major  five- 
year  contract  from  the  U.S.  Air  Force 
under  IC4I  (the  Integration  for  Command, 
Control,  Communications,  Computers,  and 
Intelligence  contract) 

• A five-year  contract  with  the  U.S.  Air 
Force  to  provide  acquisition,  delivery,  and 
engineering  services  support  for 
technology  products  to  all  U.S. 
government  organizations  in  the  command 
and  control  and  intelligence  communities 

• A five-year  contract  to  provide  software 
development  and  support  services  to  the 
U.S.  Army  Information  Systems  Software 
Center  under  the  Umbrella  3 program. 
EDS  will  assist  with  communications; 
analog/digital  systems  design  and 
analysis;  and  software  reuse,  design, 
analysis,  development,  testing, 
maintenance,  extension,  and  installation 
support  for  personnel,  financial 
management,  force  development, 
transportation,  and  command  and  control 
information  systems. 


• Providing  nonpersonal  software  support 
services  for  the  U.S.  Army  Information 
Systems  Selection  and  Acquisition  Agency, 
including  software  communication 
services,  analog/digital  systems  design  and 
analysis,  software  development,  testing, 
maintenance,  and  installation 

• Designing,  implementing,  and  operating  a 
loan-origination  system  for  the  U.S. 
Department  of  Education’s  William  D. 

Ford  Direct  Loan  Program 

Other  federal  government  clients  include 
the  Customs  Service,  the  Department  of 
Defense,  the  U.S.  Immigration  and 
Naturalization  Service,  the  U.S. 

Department  of  Agriculture,  the  FAA,  NASA, 
and  the  IRS. 

Government — State  and  Local 

EDS’  State  and  Local  Government  business 
unit,  headquartered  in  Herndon  (VA), 
provides  consulting,  systems  development, 
systems  integration,  systems  management 
and  enterprise  process  management  services 
to  various  state  government  agencies  in  29 
states.  EDS  has  more  than  100  local 
government  customers  nationwide.  EDS 
supports  a range  of  areas,  from  human 
services  to  law  enforcement  and  public 
safety,  electronic  commerce,  and 
outsourcing. 

Services  are  provided  to  state  and  local 
government  in  areas  such  as: 

• Automated  fingerprint  identification 

• Automated  law  enforcement,  including 
parking  and  red  light  citation 
management 

• Electronic  data  interchange 

• Desktop  services  management  programs 
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• Geographic  information  systems 

• Electronic  benefits  transfer 

• Electronic  eligibility  verification 

• False  alarm  management 

• Motor  vehicle  licensing  and  registration 

• Public  safety  and  law  enforcement 

• Statewide  accounting 

• Sports  licensing 

Recent  contract  examples  include  the 

following: 

• A two-year  contract  extension  from  the 
California  Department  of  Social  Services 
to  continue  managing  and  operating  the 
case  management,  information,  and 
payroll  system  for  the  State  of  California’s 
In-Home  Supportive  Services  Program 

• A five-year  contract  with  the  State  of 
North  Carolina  to  implement  and  operate 
a client/server  point-of-sale  system  to 
automate  the  sale  and  issuance  of  hunting 
and  fishing  licenses  and  boat  registrations 

• A seven-year  contract  with  the  City  of 
Charlotte  (NC)  to  provide  process 
management  services  to  the  Charlotte- 
Mecklenburg  Police  Department  in 
support  of  the  city’s  Alarm  Ordinance 

• An  expansion  to  the  GAIN  Employment 
Activity  and  Reporting  System  contract 
with  the  Los  Angeles  County’s 
Department  of  Public  Social  Services 

Government — International 

Recent  international  contracts  include  the 

following: 


• A ten-year  contract  to  provide  data  center 
operations  and  technical  support  functions 
to  the  U.K.’s  Department  of  Social 
Security 

• EDS  is  providing  operations  management, 
data  services,  technical  support, 
applications  development  and 
maintenance,  and  catalog  services  to  the 
British  Army’s  Logistics  Information 
Services  Agency. 

• EDS  will  develop  and  implement  a new 
traffic  management  support  system  for  the 
Dutch  Ministry  of  Public  Works  and  Water 
Management’s  Transport  Research 
Center. 

• Under  the  largest  information  technology 
contract  ever  in  the  Asia/Pacific  region, 
EDS  will  provide  IT  services  to  more  than 
140  agencies  and  subagencies  of  the  South 
Australian  government.  The  nine-year 
contract  is  valued  at  more  than  $500 
million. 

• EDS  is  reengineering  the  City  of  Rome’s 
accounting  system  to  manage 
expenditures  by  measuring  productivity, 
cost,  and  efficiency  of  city  services. 

Banking  and  Finance 

In  addition  to  providing  a full  continuum  of 
services  including  consulting,  systems 
development,  systems  integration,  systems 
management,  and  process  management, 

EDS  also  offers  a range  of  industry-specific 
products  and  services  to  financial 
institutions  worldwide.  With  more  than 
5,000  financial  services  customers 
worldwide,  EDS  supports  full-service 
commercial  banks,  money-center  banks, 
consumer  finance  companies,  investment 
bankers,  regional  banks, 
brokerage/securities  firms,  community 
banks,  thrifts,  mortgage  banking  and  real 
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estate  financial  services  firms,  and  credit 
unions. 

EDS  uses  a range  of  technologies  and 
applications  to  assist  financial  institutions 
in  delivery,  customer  products,  business 
management,  and  back-office  support. 
Products  and  services  include: 

• Enterprise-wide  customer  information 
systems 

• Loan/credit  origination  and  processing 
systems 

• Branch  automation  applications,  including 
voice,  teller,  and  platform 

• Item  and  remittance  processing 

• Cross-border  funds  transfer  and  currency 
exchange 

• Consumer  asset  management 

• Consumer  service  technology 

• Desktop  management  services 

• Business  process  improvement 

EDS  has  a strong  market  presence  as  a 
provider  of  IT  services  to  credit  unions.  It 
currently  processes  information  for  more 
than  1 1 million  credit  union  members  and 
more  than  1,900  credit  unions. 

EDS  also  offers  a range  of  capabilities  in 
electronic  transaction  services  that  support 
the  exchange  of  monetary  value  and 
information.  This  includes  card  processing 
services,  ATM  deployment  and  support,  EDI 
capabilities,  and  various  other  interactive 
retail  delivery  mechanisms. 

EDS  is  one  of  the  largest  credit  card 
processors  in  the  U.S.,  with  more  than  16 


million  cardholders  representing  350 
financial  institutions  in  support  of  more 
than  300,000  merchant  locations.  EDS  also 
offers  three  types  of  commercial 
cards — purchasing,  corporate,  and  business. 

EDS  is  the  leading  driver  of  ATMs  in  the 
U.S.,  providing  access  to  more  than  50 
networks  and  80,000  ATMs  worldwide. 
These  ATMs  currently  support  not  only 
financial  transactions,  but  also  purchase  of 
travelers  checks,  prepaid  phone  cards,  and 
postage  stamps. 

A variety  of  interactive  terminals,  including 
POS/electronic  cash  register  authorization 
devices,  PCs,  kiosks,  and  telephones,  are 
supported,  along  with  development  of  new 
delivery  capabilities.  Home  banking, 
electronic  benefits  transfer,  smart  cards, 
interactive  television,  and  commerce  on  the 
Internet  are  all  offered  to  provide  a range  of 
payment  and  transaction  services  in  the 
global  financial  marketplace. 

EDS’  products  and  services  have  been 
enhanced  by  recent  strategic  alliances  and 
acquisitions,  including  the  following: 

• Lakewood — This  mortgage  processing 
software  company  expands  EDS’  offerings 
to  the  mortgage  industry.  Its  primary 
product  is  an  open  system,  client/server- 
based  software  package  that  runs  on  a 
variety  of  platforms  and  handles  all 
aspects  of  the  mortgage  lending  process. 

• FCI — This  management  and  technology 
consulting  organization  focuses  on 
providing  professional  services  to  the 
securities  industry.  Its  industry  expertise 
focuses  on  the  information  systems  and 
operations  departments  of  securities  and 
brokerage  firms. 
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• Newtrend — EDS  acquired  this 
organization’s  outsourcing  contracts, 
software  products,  and  computer  facilities 
to  increase  EDS’  service  offerings  to  the 
financial  services  marketplace.  The 
addition  also  brings  500  banks,  savings 
institutions,  and  credit  unions  into  the 
EDS  customer  base. 

• Ampersand — This  organization  adds 
branch  automation  software  to  EDS’ 
financial  products  and  services.  The 
primary  product  is  an  open  systems-based 
application  that  can  be  used  by  a variety  of 
financial  institutions. 

• Leinsa — Based  in  Spain,  this  organization 
was  an  IT  subsidiary  of  Banco  Espanol  de 
Credito.  This  acquisition  makes  EDS  one 
of  two  leading  IT  services  companies  in 
Spain’s  financial  sector. 

• Databank — As  one  of  the  largest  IT 
companies  in  New  Zealand,  Databank  has 
significantly  increased  EDS’  presence  in 
the  Asia/Pacific  financial  services 
marketplace.  The  company  runs  the 
settlement  system  for  New  Zealand’s 
major  trading  banks  and  provides 
software  development  and  support,  as  well 
as  disaster  recovery,  facilities 
management,  and  network  planning 
services. 

• Inter-Bank  On-Line  Systems 

(IBOS) — EDS  increases  its  cross-border 
funds  transfer  and  currency  exchange 
capabilities  through  this  equity 
partnership.  IBOS  is  an  electronic  system 
developed  to  provide  global,  high-speed, 
efficient  cross-border  banking  services. 
Currently,  four  banking  companies  with 
more  than  2,600  locations  in  France, 
Portugal,  Spain,  and  the  U.K.  are  linked 
through  IBOS. 


• TransAlliance — During  1995,  EDS  and 
The  Exchange  System  formed 
TransAlliance,  a joint  venture  company  to 
provide  ATM,  point-of-sale,  and  interbank 
transaction  processing  services  in  the 
western  U.S.  and  western  Canada. 

• CheckFree  Corporation — During  1995, 

EDS  and  CheckFree  signed  an  agreement 
to  jointly  market  a range  of  on-line 
customer  and  business-to-business 
banking  services,  including  bill  payment, 
bill  presentation,  and  electronic  data 
interchange  through  PCs,  touchtone 
telephones,  and  screen  phones. 

Recent  contract  awards  from  financial 

customers  include  the  following: 

• A seven-year  contract  for  item  processing 
services  with  Republic  Services  Corp. 

EDS  will  provide  check  processing  services 
from  a new  processing  center  in  Pavonia 
(NJ),  as  well  as  from  existing  centers  in 
California  and  Florida. 

• Providing  mortgage  loan  origination  and 
secondary  marketing  services  to  American 
Home  Funding  of  Richmond  (VA).  EDS 
will  design  local-  and  wide-area  networks 
connecting  more  than  40  branches  and  two 
central  sites  and  will  customize  and  install 
its  Lakewood  System  loan  origination  and 
secondary  marketing  product. 

• A ten-year  contract  with  Constitution 
State  Corporate  Credit  Union  to  develop  a 
client/server-based  customer  information 
system  and  provide  check  processing,  ATM 
processing,  and  automated  clearinghouse 
support 

• A seven-year  agreement  with  Home 
Savings  of  America  to  support  the 
institution’s  consumer  lending  operation 
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• A ten-year  agreement  with  First  American 
Real  Estate  Information  Services  to 
provide  IT  and  consulting  services 

EDS’  global  capabilities  are  reflected  by  its 
most  recent  international  contracts,  which 
include: 

• A three-year  merchant  processing 
agreement  with  VisaNet,  a Brazilian 
company  formed  by  a consortium  of 
Brazilian  banks  and  Visa  International 

• An  eight-year  agreement  with  La  Caixa, 
Europe’s  largest  savings  and  loan, 
headquartered  in  Barcelona.  EDS  will 
provide  full  outsourcing  services  to  21 
subsidiaries  of  La  Caixa  (including  banks, 
insurance  companies,  and  finance 
companies)  and  will  manage  its 
communications  network. 

• A systems  integration  contract  with  Credit 
Agricole  of  France  to  install  and  operate  a 
software  package  for  employee  savings 
plans 

• A four-year  contract  with  Banco  Rio  de  la 
Plata  of  Argentina  to  implement  an 
automation  system  for  the  bank’s  174 
branches 

• Providing  systems  integration,  systems 
development,  and  management  consulting 
services  for  Den  Norske  Bank,  Norway’s 
largest  bank 

Retail 

The  Retail  Industry  Division,  part  of  the 
Commercial  Services  SBU,  provides 
business  and  information  services  to  more 
than  50  customers  worldwide  in  general 
merchandise,  food,  apparel  and  accessory, 
building  materials  and  garden  supplies, 
auto  and  home  supply,  furniture  and  home 


furnishing  stores,  eating  and  drinking 
establishments,  and  other  retail  specialties. 

Contract  examples  include  the  following: 

• Providing  logistics  management  services 
to  Computer  City,  the  computer 
superstore  retail  division  of  Tandy 

• A five-year  facilities  management 
agreement  with  Picard  Surgeles,  a French 
retail  chain  of  more  than  250  convenience 
stores 

• A ten-year  CoSourcing  agreement  with 
Kooperativa  Forbundet  (KP),  one  of 
Sweden’s  largest  retail  conglomerates 

• A seven-year  agreement  with  Nustep 
Shoes  of  Japan  to  install  a new 
client/server-based  retail  system  to 
connect  Nustep  stores 

• A ten-year  agreement  with  Oy  Hartwall 
ab,  a beverage  provider  in  Finland,  to 
provide  computer  operations, 
maintenance,  system  development,  and 
PC  local-area  network  management 

Health  Care 

EDS  provides  a range  of  services  to  health 
care  organizations,  managed-care  groups, 
and  medical  suppliers.  EDS’  Health  Care 
Industry  Group  (HCIG)  touches  more  than 
99  million  lives  and  serves  more  than  100 
customers,  including  16  National  Account 
Service  Company  (NASCO)  Control  Plans. 
HCIG  offers  the  full  range  of  EDS  services, 
including  consulting,  systems  development, 
systems  management,  systems  integration, 
and  process  management. 

Recent  contract  awards  include  the 
following: 
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• A five-year  systems  integration  and 
information  services  agreement  with 
Columbia  Provider  Services  (a  subsidiary 
of  Columbia  Healthcare/HCA)  to  operate 
its  application  information  systems, 
manage  vendor  relationships,  and  provide 
integration  capabilities 

• The  development  and  operation  of  a 
community  outreach  program  that 
provides  education  and  manages 
enrollment  processes  to  help  Delaware 
transition  Medicaid  clients  from  fee-for- 
service  to  managed  care  programs 

• A six-year  agreement  with  Blue  Shield  of 
California,  an  EDS  customer  for  more 
than  26  years.  EDS  and  Blue  Shield  are 
jointly  defining  new  health  maintenance 
organization  (HMO)  system  capabilities 
and  priorities  for  development. 

• A multiyear  systems  management  and 
integration  agreement  with  PhyCor  to 
move  its  medical  clinics  to  an  automated 
environment  using  EDS’  computer-based 
patient-record  technology 

• A five-year  process  and  systems 
management  agreement  with  TennCare, 
Tennessee’s  Medicaid  managed-care 
initiative 

• A multiyear  extension  with  Mississippi 
Medicaid  to  help  the  state  Medicaid 
program  move  from  a fee-for-service 
orientation  to  managed  care 

Other  major  health  care  clients  include  the 
Texas  Department  of  Health  and  Human 
Services’  STAR  Health  Plan,  MediCal,  Blue 
Cross  and  Blue  Shield  of  Massachusetts 
(BCBSMA),  Blue  Cross  and  Blue  Shield  of 
Iowa/South  Dakota,  the  U.K.’s  National 
Health  Service  (NHS)  Trust  South  & West 


Region,  and  the  Taiwan  National  Health 
Program. 

Communications 

This  unit  serves  the  telecommunications, 
wireless  communications,  infotainment, 
Internet  and  new  media,  and  video  lottery 
technology  industries. 

In  addition  to  its  professional  service 
offerings,  EDS  also  offers  expertise  to  the 
communications  industry  in  the  following 
processes: 

• Corporate  management 

• Business  support  systems,  including 
directory/publishing,  billing  and  records, 
customer  assistance,  and  marketing  and 
sales 

• Operations  support  systems,  including 
network  operations,  service  provisioning, 
and  network  engineering 

• Advanced  intelligent  networks 

EDS’  strategy  in  the  communications 
industry  is  to  provide  end-to-end 
capabilities;  provide  the  industry  with 
thought  leadership;  lead  and  support 
convergence;  and  address  customer  needs  on 
a local  and  global  basis. 

EDS  has  provided  service  to  the 
telecommunications  industry  for  more  than 
20  years. 

• Its  experience  includes  serving  long- 
distance (interexchange)  carriers  of  all 
sizes;  local  exchange  carriers  (LECs), 
including  all  of  the  regional  Bell  operating 
companies;  independent  telephone 
companies  in  Canada  and  the  U.S.;  and  an 
increasing  number  of  Postal  Telephone 
and  Telegraph  companies  worldwide. 
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• EDS  supplies  services  such  as  consulting, 
systems  management,  local  exchange 
company  outclearing,  operator  service,  and 
interexchange  company  billing  systems. 

In  the  wireless  industry,  EDS  offers  a range 
of  services  that  cross  the  carrier’s  value 
chain,  from  service  creation  through 
customer  retention.  EDS’  integrated  suite  of 
services  helps  carriers  optimize  and  manage 
their  enterprise.  These  services  include 
service  provisioning  systems,  operator 
services,  database  marketing  services, 
telemarketing  services,  Internet  services, 
inventory  control  systems,  billing  services, 
clearinghouse  services,  remittance 
processing  services,  customer  service 
outsourcing,  output  management  services, 
and  consulting  services. 

EDS  provides  services  to  many  segments  of 
the  entertainment/broadcast  industry, 
including  content  providers;  advertising; 
amusement  and  theme  parks;  broadcast 
radio  and  television;  games  and  arcades; 
motion  picture  studio  production, 
distribution,  and  exhibition;  music;  events 
management  (World  Cup  1994,  Olympics 
1992);  sports;  ticketing  systems;  theaters; 
and  exhibitors.  EDS’  support  for  these 
transaction-intensive  industry  segments 
ranges  from  providing  more  traditional 
information  technology  services,  such  as 
systems  development,  systems  management, 
and  systems  integratio,  to  creating 
customized  solutions  tailored  to  a customer’s 
particular  need. 

EDS  assists  publishers  in  the  areas  of  object 
management,  intellectual  property  rights 
management,  interactive  multimedia, 
demand  printing  services,  databases 
(fulfillment  and  marketing),  advertising 
sales  automation,  and  customer  business 
performance  improvement. 


In  the  area  of  interactive  multimedia,  EDS 
focuses  on: 

• Providing  information  technology  services 
to  full-service  network  operations 

• Developing  software  that  enables 
information  and  content  to  be  created, 
managed,  and  distributed  more  effectively 

• Developing  interactive  service  offerings 

• Using  multimedia  technologies  to  enhance 
business  applications 

Through  its  subsidiary — Premisys — EDS 
provides  security  alarm  monitoring  services 
directly  to  the  consumer  as  well  as  to  alarm 
protection  companies.  EDS  also  serves  the 
security  industry  with  information 
technology  and  industry-related  process 
management  services. 

Recent  communications  industry-related 
project  examples  include  the  following: 

• A ten-year  contract  with  Deutsche 
Telecom  MobilNet  GmbH  of  Germany 
(DeTeMobil)  to  manage  all  data  clearing 
activities  for  DeTeMobil’s  mobile 
telephone  roaming  partners  worldwide 
(more  than  50  mobile  communications 
operators  in  33  countries) 

• An  eight-year  contract  with  the  Swiss 
subsidiary  of  Alcatel  to  provide 
client/server  network  and  data  center 
management,  systems  development,  back- 
up, and  recovery  management  and  help- 
desk support 

• An  approximately  eight-and-one-half-year 
contract  with  fONOROLA,  a long-distance 
telecommunications  reseller  based  in 
Montreal.  EDS  will  provide  customized 
software  (ISPlus  billing  system), 
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conversion,  implementation  and  change 
management  support,  management  and 
operation  of  a data  center,  customer 
support,  and  system  maintenance  staff. 

• A seven-year  extension  of  EDS’  Force 
Management  System  with  Southwestern 
Bell  Telephone.  The  system  manages 
operator  services  personnel. 

• A one-year  renewal  of  a systems 
management  agreement  with  broadcaster 
TDF,  a subsidiary  of  France  Telecom  and 
COGECOM,  to  manage  accounting,  capital 
investments,  purchasing,  and  sales 
systems 

• A ten-year  agreement  valued  at  more  than 
$550  million  to  implement  and  manage 
EDS’  client/server  cellular  management 
system — EMPOWER — for  Ameritech 
Cellular’s  1.3  million  cellular  and  paging 
customers  in  Milwaukee,  Chicago,  St. 
Louis,  Detroit  and  Ohio 

Travel  and  Transportation 

The  EDS  Travel  and  Transportation  Group 

includes  three  strategic  business  units: 

• Air  Transport  Services  (airlines,  air  cargo, 
and  airports) 

• Global  Travel  Services  (corporate  and 
leisure  travel  agencies  and  providers, 
including  vehicle  rental  companies,  cruise 
lines,  hotels  and  other  hospitality 
organizations) 

• Freight  Services  (road,  rail,  and  sea  cargo, 
as  well  as  third-party  logistics) 

Air  Transport  Services  provides  complete  IT 
services  to  airlines  and  airports  and  offers 
strategies  designed  especially  for  each  major 
operation  within  an  airline,  including 
corporate  direction,  sales  and  marketing, 


passenger  services,  flight  operations, 
finance,  maintenance  and  engineering,  and 
human  resources. 

Global  Travel  Services  leverages  EDS’ 
expertise  with  enterprise-wide  IT  solutions 
as  well  as  specific  services  in  computer 
reservation  systems. 

Freight  Services  offers  IT  applications  and  a 
third-party  logistics  service  to  help  create  a 
global  logistics  pipeline. 

Recent  contract  examples  include  the 
following: 

• A ten-year  outsourcing  contract  with 
Continental  Airlines  to  provide  IT  services 
for  electronic  ticketing,  flight  operations 
support,  cargo  revenue  accounting,  crew 
management,  and  passenger  revenue 
accounting 

• A ten-year  outsourcing  contract  with  the 
Nederlandse  Spoorwegen  (Dutch  Railways 
Company)  focusing  on  individual 
passenger  services  and  cargo  services 

• A ten-year  outsourcing  contract  with 
Cunard  Line  Limited  to  reengineer 
Cunard’s  shipboard  systems  and 
reservations,  financial,  and  customer 
information  systems,  and  to  manage  and 
upgrade  telecommunications  in  Cunard’s 
offices  worldwide 

• A two-year  systems  integration  project 
with  Chek  Lap  Kok  Airport  in  Hong  Kong 
to  supply  a fully  integrated  flight 
information  and  stand-management 
system  for  Hong  Kong’s  newest  airport 

• A two-year  business  systems 
implementation  contract  with  the  Airport 
Authority  of  Hong  Kong  to  design  and 
implement  application  software  for  four 
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separate  divisions  of  the  Airport  Authority 
for  Chek  Lap  Kok  airport,  including 
operations,  financial,  commercial  business, 
and  human  resources 

• A ten-year  outsourcing  agreement  with 
Aeromexico  Airlines  to  manage  and 
operate  all  of  Aeromexico’s  information 
management  systems,  including  payroll, 
crew  management,  and  frequent-flyer 
programs.  EDS  will  also  help  the  airline 
implement  Azteca  2000,  a new  reservation 
system. 

• A ten-year  systems  management 
agreement  with  RailTex  Service  Company 
Inc.  to  provide  systems  management  and 
development  to  support  business 
operations 

Other  major  travel  and  transportation 
clients  include  BTI  Americas  Inc.,  Lufthansa 
Systems,  Southwest  Airlines, 
AMADEUS/System  One,  Schneider 
National,  Sea-Land  Service  Inc.,  and  Virgin 
Atlantic  Airlines. 

Energy  / Utilities 

In  the  oil  and  gas  industry,  EDS  focuses 
both  on  the  individual  segments  of  the 
business — exploration  and  production, 
refining,  petrochemicals,  and  petroleum 
marketing — and  on  helping  companies 
transform  their  entire  enterprise  to  meet 
changing  industry  demands.  EDS  helps  oil 
and  gas  companies  address  complex 
governmental  and  environmental 
regulations  and  respond  to  increasing  global 
competition.  EDS  services  a broad  range  of 
energy  companies,  from  the  world’s  major 
integrated  oil  and  gas  companies  to  the 
midsized  producers  and  marketers. 

EDS  also  works  with  chemical  companies 
worldwide  to  help  them  compete  in  the 
European,  U.S.,  and  Asia/Pacific  markets. 


EDS  customers  represent  90%  of  the  U.S.’ 
electricity  generation  capacity.  EDS 
provides  services  to  every  major  utility  type, 
including  electric,  gas,  and  water,  and  to 
every  area  of  operation,  including  financial, 
customer  enterprise,  and  material  support 
and  service. 

Major  contract  examples  include  the 
following: 

• A five-year  systems  management  contract 
with  BP  France  to  maintain  and  ensure 
the  evolution  of  BP  France’s  information 
systems 

• A four-year  outsourcing  and  business 
planning  reengineering  contract  with  CEZ, 
the  Czech  Republic’s  largest  electric  utility 

• A seven-year  systems  management 
contract  with  Huntsman  Chemical 
Company  to  assume  full  operational 
responsibility  for  Huntsman’s  distributed 
computing  environment 

• A ten-year  master  services  agreement 
with  Minimercados  Mexicanos  to  provide 
client/server  technology  to  support 
expansion  efforts  at  the  corporate  and 
store  levels 

• A ten-year  master  services  agreement 
with  Mohawk  Oil  Co.  Ltd.  to  provide 
industry  thought  leadership,  business  and 
technology  consulting  services,  and 
migrate  Mohawk’s  computing 
infrastructure  to  a client/server 
environment 

• A five-year  distributed  systems 
management  contract  with  Pennsylvania 
Power  & Light  to  support  migration  to  a 
client/server  computing  environment 
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• A three-year  systems  integration  and 
development  contract  with  Polish  Power 
Grid  to  redesign  its  entire  electric  utility 
system 

• A six-year  systems  management 
agreement  with  RAPID  Inc.  to  design, 
develop,  and  manage  the  AgPower 
nationwide  network 

• A five-year  supply  chain  process 
management  contract  with  Boston  Edison 
in  conjunction  with  Bechtel  to  provide 
requirements  definition,  sourcing  and 
procurement,  materials  and  inventory 
management,  distribution  logistics,  and 
payment  coordination  for  the  Pilgrim 
Power  Station  facility 

• A five-year  information  systems  contract 
with  TOTAL  Petroleum  Inc.  to  manage  the 
price  book  management  function,  provide 
item-level  merchandise  consulting,  and 
develop  and  manage  integrated  systems  to 
upgrade  customer  service 

Manufacturing 

EDS  provides  a range  of  professional  and 
systems  management  services  to 
manufacturing  and  distribution  companies 
worldwide.  EDS’  expertise  encompasses  a 
range  of  discrete  and  process  manufacturing 
markets,  including  aerospace  and  defense, 
automotive  vehicles  and  components,  high- 
technology  products,  food  and  beverage, 
textiles  and  apparel,  and  diversified 
products. 

For  the  manufacturing  industry,  EDS  is 
established  as  a Business  Process  Partner, 
rather  than  an  IT  services  vendor.  EDS 
collaborates  with  manufacturers  to  improve 
business  processes,  reduce  costs,  and 
increase  market  share.  Typical  EDS  value 
propositions  in  manufacturing  include 
compression  of  the  order-to-cash  cycle, 


increased  speed  to  market  of  new  products, 
improved  product  quality,  and  reduced 
product  cost. 

In  May  1996,  EDS  announced 
SupplySourceSM,  a new  service  that  focuses 
on  the  outsourcing  of  a manufacturer’s 
procurement  function.  EDS  assumes 
responsibility  for  the  organization’s 
maintenance,  repair,  and  operations  (MRO) 
procurement  functions.  The  service  makes 
use  of  EDS’  Integrated  Supplier  Network, 
an  alliance  of  top-tier  supplier  companies 
and  implements  of  best-practice  processes 
and  change  management  as  related  to  the 
procurement  process. 

Major  contract  examples  include  the 
following: 

• A ten-year  outsourcing  agreement  wbth 
Federal  Mogul,  a worldwide  vehicle  parts 
manufacturer,  to  provide  SupplySource 
services  for  Federal  Mogul’s  domestic 
MRO  procurement  functions 

• A ten-year  IT  outsourcing  agreement  with 
Fujitsu’s  Gresham  Manufacturing  Division 
(Gresham,  OR),  providing  fabrication 
application  systems  and  infrastructure 
support  services,  including  data  center 
operations,  network  management,  and 
desktop  services 

• A ten-year,  client/server  systems 
management  agreement  with  Storage 
Technology  Corp.  to  provide  desktop 
computing  services 

• A three-year  outsourcing  agreement  with 
Microsoft  to  support  Premier  Watch, 
Microsoft’s  remote  monitoring  service  for 
premier  customers  with  Windows  NT 
servers 
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• A seven-year  systems  management 
agreement  with  FMC’s  Machinery  and 
Equipment  Group  to  schedule  technology 
refresh,  maintenance,  and  enhancements 
of  Integrated  Product  Development  and 
MANMAN  applications,  as  well  as 
operation,  support,  and  update  UNIX  and 
Novell  operating  environments 

• A $3.2  billion  agreement  to  assume 
responsibility  for  most  of  Xerox 
Corporation’s  global  IT  needs,  including 
data  center  operations,  worldwide  voice 
and  data  telecommunications,  desktop 
systems  support,  and  designated  business 
support  applications.  EDS  has  awarded  a 
five-year,  $500+  million  contract  to  Xerox 
whereby  Xerox  will  manage  approximately 
100  of  EDS’  high-volume,  networked 
printer  centers  worldwide. 

International  manufacturing  contracts 

include  the  following: 

• A ten-year  agreement  with  Rolls-Royce 
Aerospace  Group  valued  at  more  than 
$900  million,  whereby  EDS  will  take  full 
responsibility  for  Rolls-Royce  Aerospace 
Group’s  information  technology 
infrastructure,  network,  systems,  and 
applications 

• An  outsourcing  contract  with  AVL,  an 
Austrian  automobile  engine  developer,  to 
manage  AVL’s  client/server  infrastructure, 
including  SAP  R/3,  introduce  international 
service  levels,  and  prepare  for  a worldwide 
rollout  to  AVL’s  48  global  subsidiaries 

• A systems  integration  agreement  to 
establish  and  install  local-  and  wide-area 
network  connectivity  for  Xerox  China  Ltd. 
and  ultimately  integrate  its  21  locations 

• A seven-year  systems  management 
contract  with  Christoflie,  a French 


manufacturer  of  luxury  goods,  to  manage 
Christoflie’s  information  technology 
systems,  including  operations, 
maintenance,  and  development  of  sales 
management  applications 

• A ten-year  agreement  with  AGIE  S.A. 
Losone,  a major  Swiss  producer  of 
machines  for  the  tool  industry,  to  assume 
responsibility  for  AGIE’s  entire  IT 
infrastructure  and  move  AGIE’s  legacy 
systems  to  a client/server  environment. 
EDS  will  also  provide  help  desk  services, 
mobile  presentation  sales  tools,  and 
personal  productivity  tools. 

• Providing  systems  development  and 
implementation  services,  including 
client/server  applications  to  automate 
warehouses  and  picking  systems  for 
Molinos  Rio  de  la  Plata,  Argentina’s 
leading  food  industry  company 

Other  significant  manufacturing  customers 

include  the  following: 

• Europe — Agroman  (Spain),  EKO  Stahl 
(Germany),  General  Sucriere  (France), 
Hartwall  (Finland),  Klockner  Humbolt 
Deutz  (Germany  and  the  Netherlands), 
Saab  Automobile,  Seimens  Automotive 
(France),  and  VAW  Aluminum  AG 
(Germany) 

• Americas — Bell  Packaging,  Bethlehem 
Steel,  Birmingham  Steel  Corp.,  CIADEA 
(Argentina),  Del  Monte  Foods,  Detroit 
Diesel  Corporation,  Frito-Lay,  General 
Electric  Do  Brazil  Ltda,  Hobart  Brothers, 
Levi  Strauss,  London  Fog,  Midland  Steel, 
Moore  Corporation  Limited,  Northrop 
Grumman  Corporation,  Philips 
Semiconductors,  and  Textron  Corporation 

• Asia/Pacific — Kraft  General  Foods 
International  (Taiwan),  Nippon  Steel 
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(Japan),  Sahavariya  Steel  (Thailand),  and 
Uncle  Toby’s  Foods  (Australia) 

General  Motors 

EDS’  GM  revenue  comes  from  designing, 
installing,  and  operating  GM  information 
systems  and  supporting  the  automaker’s 
large  private  digital  communications 
network. 

• Under  a five-year  agreement  with  GM 
Service  Technology  Group,  EDS  will 
provide  integration,  sales,  marketing,  and 
distribution  services  for  the  Techline  PC 
Service  Information  product  to  more  than 
8,000  GM  dealers  in  North  America. 

• EDS  is  producing  Web  sites  for  each  of 
GM’s  car  and  truck  divisions,  GMAC,  and 
Service  Parts  Operations  on  the  Internet. 

• EDS  is  providing  GM  tax  staff  with 
international  trade  management  services 
in  support  of  the  GM  Customs 
Administration  Group. 

• Under  a five-year  agreement  with  the 
Buick  Motor  Division,  EDS  is  responsible 
for  answering  and  responding  to  customer 
inquiries  and  concerns  about  Buick 
products  while  capturing  the  customer 
information  in  a database  for  future 
relationship-marketing  initiatives. 

• EDS  also  was  awarded  a contract  to 
develop  the  next-generation 
Manufacturing  Information  System,  which 
will  be  deployed  at  all  Delco  Electronics 
production  sites. 

Data  Centers 

EDS  currently  operates  14  Information 
Processing  Centers  (IPCs)  worldwide.  There 
are  four  IPCs  in  Plano  (TX).  Other  IPC 
locations  include  Sacramento  (CA),  Camp 
Hill  (PA),  Auburn  Hills  (MI),  Dayton  (OH), 


Herndon  (VA),  Oshawa  (Canada),  Paris 
(France),  Stockley  Park  (England),  Zaragoza 
(Spain),  Russelsheim  (Germany)  and 
Spijkenisse  (the  Netherlands). 

EDS’  Information  Management  Center 
(IMC)  in  Plano  is  a network  command  site 
responsible  for  managing  EDS*NET,  EDS’ 
private  digital  network  that  manages  the 
telecommunications  needs  of  EDS’  IPCs. 
Through  EDS*NET,  more  than  1.1  billion 
transactions  are  processed  each  month. 

Marketing  and  Sales 

EDS  markets  its  services  through  a direct 
sales  force  that  is  aligned  by  vertical 
industry.  In  addition,  there  is  a separate 
SSU  sales  force  to  sell  horizontal 
products/services  through  and  in 
conjunction  with  the  vertical  sales  forces. 

Alliances 

EDS  has  various  ongoing  relationships  with 
more  than  7,000  vendors  worldwide, 
including  the  following: 

• In  May  1996,  EDS  and  Computer  City,  the 
computer  superstore  retail  division  of 
Tandy  Corporation,  formed  a strategic 
alliance  designed  to  provide  immediate 
pricing  and  availability  estimates  to 
corporate  customers  and  mutually 
leverage  Computer  City  and  EDS 
customer  relationships. 

• In  February  1996,  EDS  and  PointCast 
Incorporated  announced  a partnership  to 
develop  and  market  products  and  services 
for  the  PointCast  Network  (PCN),  a free 
service  that  broadcasts  personalized  news 
and  information  directly  to  a viewer’s 
computer  screen.  EDS  will  provide 
technical  and  data  center  support  for  PCN, 
including  disaster  recovery. 
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• In  January  1996,  EDS  and  The  ASCII 
Group,  Inc.  signed  a letter  of  intent  to 
team  to  create  an  on-line  Internet 
marketspace  to  distribute  computer- 
related  products  and  services. 

• In  January  1996,  EDS  and  CheckFree 
Corporation  signed  an  agreement  to  jointly 
market  on-line  consumer  and  business-to- 
business  banking  services.  EDS’  Virtual 
Branch  remote  banking  services  will  be 
integrated  with  CheckFree’s  electronic 
payment  system  to  offer  bill  payment,  bill 
presentment,  and  EDI,  accessible  through 
a PC,  touchtone  telephone,  or  screen 
phone. 

• In  August  1995,  EDS  and  Silicon  Graphics 
formed  a strategic  alliance  whereby  EDS 
will  use  Silicon  Graphics’  WebFORCE 
hardware  and  software  applications  to 
support  its  customers’  multimedia 
presence  on  the  World  Wide  Web. 

Some  of  EDS’  other  joint  ventures  and  other 

agreements  include: 

• Joint  Ventures — Beijing  International 
Information  Processing,  China 
Management  Systems  Corporation,  EDS 
Africa  Limited,  GM  Mobile 
Communications  Systems,  Hitachi  Data 
Systems  Holding  Corporation,  Interactive 
Transaction  Partners,  Inter-bank  On-Line 
Systems  Limited,  EDS  Israel,  Ltd.,  LG- 
EDS,  Inc.,  Nippon  EDS  Company  Limited, 
Pyns  Ltd.,  SV-EDS  Technology  Services, 
Ltd.,  System  One  Information 
Management,  L.L.C.,  Transalliance,  L.P., 
UMW-EDS  Technologies  Sdn.  Bhd.,  UPE 
Systems  Services  Sdn.  Bhd.,  and 
Worldlink  Technologies  Pty.  Ltd. 

• Agreements — Dun  & Bradstreet 
HealthCare  Information,  Netscape,  Hotel 
Information  Systems  Inc.,  Computer 


Associates,  American  Express,  and  Silicon 
Graphics 

EDS  has  become  a sponsoring  member  of 
CommerceNet,  a consortium  of  government 
agencies,  educational  institutions,  and 
leading  companies  working  in  concert  to 
facilitate  business-to-business  commerce  on 
the  Internet. 

Competitors 

Major  competitors  of  EDS  by  product/service 
area  include  the  following: 

• Insurance  claims  processing — Computer 
Sciences  Corporation  (CSC),  Policy 
Management  Systems,  and  Unisys 

• Government  systems — CSC,  Lockheed 
Martin,  PRC  (Litton),  and  Boeing 
Information  Services 

• Banking  and  finance — Andersen 
Consulting,  BISYS,  FIserv,  and  IBM  ISSC 

• Manufacturing — IBM  ISSC,  Computer 
Sciences  Corporation,  and  Andersen 
Consulting 

• Systems  integration — Andersen 
Consulting,  Unisys,  and  IBM 

• Systems  operations — Andersen 
Consulting,  Computer  Sciences 
Corporation,  IBM  ISSC,  and  CAP  GEMINI 

• Systems  development/consulting — 
Andersen  Consulting 

Assessment 

EDS’  major  strengths  include: 

• Its  customer  focus 

• Its  ability  to  manage  complexity 

• Consistent  global  infrastructure 
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• Breadth  and  depth  in  its  targeted 
industries 

• Project  management  skills  and 
methodologies 

Challenges  over  the  coming  year  include: 

• Managing  rapid  global  growth 

• Increasing  market  awareness  of  EDS’ 
depth  and  breadth 

EDS  is  also  emphasizing  its  ability,  as  a 
newly  independent  company,  to  be  more 
responsive  to  rapidly  changing  market 
dynamics,  to  form  new  alliances,  and  launch 
new  ventures.  Any  acquisitions  in  the  near 


future  are  likely  to  be  small,  niche,  or 
foreign  companies.  An  alliance  with  a larger 
communications  or  computer  hardware 
company  is  a possibility,  but  it  is  unlikely 
that  EDS  will  tie  itself  too  closely  to  any 
large  company  so  soon  after  gaining  its 
independence. 

With  its  reorganized  leadership  in  the  form 
of  two  executive  councils — one  concerned 
with  corporate  strategy  and  the  other  with 
operating  strategies — EDS  intends  to  keep 
its  strategic  direction  on  course.  EDS’ 
challenges  will  be  to  continue  to  manage 
rapid  global  growth  while  increasing  market 
awareness  of  the  breadth  and  depth  of  its 
expertise. 
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EFFECTIVE  MANAGEMENT 
SYSTEMS,  INC. 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Michael  D.  Dunham 
Private  Corporation 


1 2000  West  Park  Place 
Milwaukee,  Wl  53224 
Phone:  (414)359-9800 
Fax:  (414)359-9011 


350 

$27,000,000 

11/30/92 


Key  Points 


Effective  Management  Systems  (EMS)  provides  turnkey  systems  and 
associated  support  services  to  manufacturers  and  distributors. 

EMS  is  most  active  in  the  discrete  manufacturing  market,  with 
extensive  experience  working  with  automotive  suppliers,  job  shops, 
capital  equipment  builders,  and  to-order  and  mixed-mode 
manufacturers. 

EMS  management  believes  that  the  key  to  competing  in  the  1990s  is 
a strong  business  and  software  orientation  focused  on  time. 

EMS'  mission  is  to  achieve  client  business  results-competitiveness, 
profitability,  and  growth-by  applying  realtime  information 
technology  that  links  everyone  to  everyone  else.  This  allows 
businesses  to  empower,  trust,  and  authorize  realtime  decision 
making. 

In  April  1992,  EMS  introduced  its  Enterprise  Management 
Systems™,  a new  generation  of  manufacturing  and  distribution 
systems  supporting  open  environments.  In  addition  to  DEC 
platforms,  EMS'  systems  are  now  available  for  a variety  of  UNIX- 
based  server  platforms,  and  support  various  client  platforms  and 
networks. 
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Company 

Description 

EMS,  founded  in  1978,  markets  and  supports  a range  of  turnkey 
systems  to  discrete  manufacturers  and  distributors.  The  company 
currently  has  over  700  installations  of  these  systems  worldwide, 
representing  16,000  seats  (users)  and  7,000  EMS  modules  installed. 

• EMS  also  provides  business  and  executive-level  consulting,  project 
and  account  management,  education  and  training,  and  ongoing 
support  services. 

• EMS'  systems  are  available  for  a wide  variety  of  computer  systems, 
including  DEC,  Intel-based  486,  Hewlett-Packard,  and  IBM- 
compatible  systems  running  under  a variety  of  operating  systems 
including  VMS,  Alpha- VMS,  SCO-UNIX,  HP/UX,  Windows/NT, 
and  OSF/1. 

During  1992,  EMS  completed  repayment  of  the  venture  capital 
investment  originally  received  in  1986  from  Wind  Point  Partners,  Inc. 
and  Wisconsin  Venture  Capital  Fund. 

• The  funding  was  used  to  establish  a network  of  joint  ventures  with 
entrepreneurs  and  small  start-up  companies  in  various  locations 
around  the  U.S.  for  the  distribution  of  EMS'  products. 

• EMS  is  currently  privately  owned  by  certain  EMS  management.  ^ 

EMS  is  currently  organized  into  the  following  operating  units  in 
addition  to  its  joint  venture  relationships. 

• EMS--Central  Region  (corporate),  EMS--Central/Fox  Valley 
(Green  Bay,  WI),  EMS-Eastern  Region  (Foxborough,  MA),  EMS- 
East/NJ  (Ringwood,  NJ),  EMS-East/PA  (Huntington,  PA),  EMS- 
Illinois  (Naperville,  IL),  EMS-Michigan  (Novi,  MI),  EMS-- 
Southwest  Region  (Irving,  TX),  EMS-West  (Irvine,  CA),  and  EMS- 
Asia  Pacific,  Ltd  (Hong  Kong)  market  and  support  turnkey  business 
and  operational  (plant)  systems  for  manufacturers. 

• EMS  also  has  a separate  affiliated  company,  EMS  Solutions,  Inc., 
that  provides  turnkey  systems  for  business  management  to  food 
services,  office  coffee,  food  distribution,  and  vending  company 
operators.  EMS  Solutions'  financials  are  not  reported  with  those  of 
EMS. 

Financials 

EMS'  fiscal  1992  revenue  reached  $27  million,  a 12%  increase  over 
fiscal  1991  revenue  of  $24  million.  A five-year  revenue  summary 
follows: 
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EFFECTIVE  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

11/92 

11/91 

11/90 

11/89 

11/88 

Revenue 

$27.0 

$24.0 

$21.0 

$19.0 

$15.0 

• Percent  increase 

from  previous  year 

12% 

14% 

11% 

27% 

25% 

Employees  As  of  November  30,  1992,  EMS  had  approximately  350  employees. 

Approximately  320  employees  are  in  the  U.S.  and  the  remainder  at 
various  international  locations. 


Competitors  EMS  competitors  include  ASK  Computer  Systems,  Pilot  Data  Services, 

Consilium,  and  System  Software  Associates. 


Key  Products  and  Approximately  60%  of  EMS'  fiscal  1992  revenue  was  derived  from 
Services  turnkey  systems,  10%  from  software-only  sales,  and  30%  from 

customization,  consulting,  and  education  and  training  professional 
services.  Fiscal  1992  revenue  is  further  segmented  as  follows: 


Turnkey  systems 

- Hardware 

20% 

- Software 

30% 

- Customer  support 

10% 

60% 

Software-only  sales 

10% 

Professional  services 

- Customization 

10% 

- Consulting 

10% 

- Education  and  training 

10% 

30% 

Total 

100% 

EMS'  Time  Critical  Manufacturing™  - Enterprise  Management  System 
(TCM-EMS™),  introduced  in  April  1992,  is  an  enterprise-wide 
solution  with  an  execution  time  focus  for  manufacturers  who  typically 
do  business  domestically  and  across  borders. 
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• TCM-EMS  is  targeted  to  to-order  manufacturers,  mixed-mode 
manufacturers,  job  shops,  EDI  users,  automotive  suppliers  (2nd  and 
3rd  tier),  and  capital  equipment  manufacturers. 

• TCM-EMS  supports  customer  order  processing,  sales  history, 
booking  history,  configurator,  EDI,  inventory  management,  material 
history,  MRP,  master  production  scheduling,  matrix  bills  of  material, 
routings,  and  estimating. 

• The  system  can  also  incorporate  data  collection,  job  costing,  and 
standard  costing. 

• Available  software  modules  include: 

- Customer  Order  Processing 

- Sales  History  and  Bookings  History 

- Electronic  Data  Interchange 

- Material  Requirements  Planning 

- Master  Production  Scheduling 

- Inventory  Management 

- Engineered  Product  Configurator 

- Material  History 

- Shop  Floor  Control 

- Capacity  Requirements  Planning 

- Scheduling 

- Labor  History 

- Job  Costing 

- Estimating 

- Factory  Data  Collection 

- Bill  of  Materials 

- Standard  Routings 

- Standard  Costing 

- General  Ledger 

- Accounts  Receivable 

- Property  and  Depreciation 

- Purchasing  History 

- Accounts  Payable 

- Payroll 

- Spreadsheet,  word  processing,  and  electronic 
messaging  capabilities 

• TCM-EMS  modules  range  in  price  from  $1,500  to  $4,500,  depending 
on  the  hardware  platform  and  number  of  users  licensed.  The 
average  complete  system  price  is  $45,000  (software  only). 

Time  Critical  Manufacturing  - Shop  Floor  Information  System  (TCM- 
SFIS™),  a subset  of  TCM-EMS,  is  an  integrated  shop  floor  control 
solution  for  manufacturers. 


Page  4 of  7 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


May  1993 


EFFECTIVE  MANAGEMENT  SYSTEMS,  INC. 


INPUT 


Computer 
Hardware  and 
Software 


EMS  has  various  DEC,  HP,  and  IBM  computers  installed  at  its  data 
center  in  Milwaukee  for  product  development  and  customer  support. 
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ELCOMP  SYSTEMS,  INC. 

681  Andersen  Drive 
Foster  Plaza  VI 
Pittsburgh,  PA  15220 
Phone:  (412)937-0690 
Fax:  (412)937-0113 


President:  Ami  Elis 

Status:  Private  Company 

Total  Employees:  120  (10/93) 

Total  Revenue:  $15,000,000* 

Fiscal  Year  End:  12/31  /93 

*Company  estimate 


Key  Points 

• ELCOMP  Systems  currently  provides  medical  practice  management 
solutions  for  over  1,200  practices,  which  represent  5,000-plus 
physicians  nationwide. 


• The  company's  revenue  has  increased  consistently  since  inception. 

• With  the  importance  of  health  care  reform,  ELCOMP  is  striving  to 
ensure  that  its  Flexible  Package™  computer  system  provides  the 
functionality  physicians  need  to  implement  managed  care  efficiently 
and  profitably.  The  Flexible  Package  includes  a number  of 
specialized  features  to  track  productivity,  costs,  and  outcomes 
relative  to  a managed  care  plan,  and  to  analyze  the  profitability  of 
participation  in  that  plan. 

• As  medical  practices  merge  and  consolidate,  they  need  computer 
systems  that  support  large-scale  operations.  In  response  to  this 
trend,  ELCOMP  has  enhanced  the  ability  of  the  Flexible  Package  to 
support  large  physician  groups. 

• ELCOMP  is  strongly  committed  to  electronic  data  interchange 
(EDI)  because  of  the  benefits  it  offers  medical  practice 
management,  such  as  exceptional  cost-efficiency. 

• ELCOMP  has  recently  released  an  array  of  new  modules,  including 
Managed  Care,  Screen  Builder  for  medical  records,  Easy-Q  and 

C)  FlexSQL  report  generators,  AutoCollect™,  an  NEIC  interface,  and 
:>■%  Transcription  Management. 
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Company  ELCOMP  Systems,  Inc.,  founded  in  1978,  provides  medical  practice 

Description  management  turnkey  systems  and  applications  software  products  to 

physician  medical  practices.  The  company's  key  product  is  the  Flexible 
Package  practice  management  system. 


Strategy  ELCOMP  Systems'  mission  is  to  develop  and  market  quality  systems 

and  services  that  provide  substantial  bottom-line  benefits  for  medical 
practice  management. 


Financials  ELCOMP  Systems'  1993  revenue  will  reach  an  estimated  $15  million, 

an  11%  increase  over  1992  revenue  of  approximately  $13.5  million.  A 
four-year  revenue  summary  follows: 


ELCOMP  SYSTEMS,  INC. 
FOUR-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1993 

1992 

1991 

1990 

Revenue 

$15.0 

$13.5 

$12.0 

$10.0 

• Percent  increase 
from  previous  year 

11% 

13% 

20% 

N/A 

Market 

Financials 


One  hundred  percent  of  ELCOMP  Systems'  revenue  is  derived  from 
the  medical  industry. 

ELCOMP's  target  market  is  purchasers  of  practice  management 
systems  for  physicians  offices.  This  group  includes  physician  practices 
themselves,  as  well  as  hospitals  or  other  organizations  that  manage  or 
own  medical  practices. 

Clients  range  from  medical  practices  with  two  to  300  physicians. 


Geographic 

Markets 


One  hundred  percent  of  ELCOMP  Systems'  revenue  is  derived  from 
the  U.S.  The  heaviest  concentration  of  clients  is  in  the  eastern, 
midwestern,  and  southern  regions. 
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Operations/ 

Structure 


Employees 


Key  Products 
and  Services 


ELCOMP  is  headquartered  in  Pittsburgh  (PA)  with  sales  offices  in  key 
metropolitan  areas  throughout  the  U.S. 

All  development,  marketing,  and  support  services  are  managed 
centrally  from  the  Pittsburgh  office. 


As  of  the  fourth  quarter  of  1993,  ELCOMP  had  120  employees, 
segmented  as  follows: 

Operations  (development  and 
customer  support)  60% 

Sales  and  marketing  30% 

Finance  and  administration  10% 

100% 


The  Flexible  Package  is  a total  solution  that  provides  everything 
necessary  to  computerize  today's  medical  practice-software,  hardware, 
conversion  assistance,  installation,  training,  and  support. 

• The  Flexible  Package  software  is  modular,  allowing  a medical 
practice  to  combine  only  the  applications  it  requires  for  a turnkey 
system  without  custom  programming  or  excessive  cost. 

• The  Flexible  Package  software  operates  on  PC  and  RISC  platforms, 
using  industry-standard  computers  from  IBM  and  Data  General. 

The  Flexible  Package  addresses  the  following  application  areas: 

■ Financial  Control: 

- True  Open  Item  Accounting 
Extensive  A/R  /Reports 

- Automated  Collections 

- Collection  Letters 

- Refund  Check  Writer 

- Accounts  Payable 
General  Ledger 

- Budget 

• Patient  Services: 

- Appointment  Scheduling 

- Surgery  Scheduling 
Patient  Recall 
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Marketing 
and  Sales 


- Hospital  Census 

- Hospital  Link 

• Managed  Care: 

HMO/PPO  handling  with: 

- Authorization  Tracking 

- Referral  Tracking 

- Case  Facility 

- Capitation  Analysis 

- Profile  Management 

• Insurance 

- Post  Operative  Days  Management 

- Electronic  Claims  Submission  (ECS) 

Commercial  ECS 

Electronic  Remittance  (via  EOB  files) 

• Practice  Analysis: 

Practice  Marketing 

- Referral  Tracking 

- Standard  and  custom  reports 

• Clinical  Support: 

- Patient  Clinical  Tracking 

- Electronic  Medical  Records 

- Automated  Transcription 

• Software  prices  range  from  $8,000  to  $150,000.  Turnkey  system 
prices  range  from  $20,000  to  $375,000,  depending  on  the  hardware 
and  modules  selected. 


All  of  the  company's  sales  are  handled  directly  by  ELCOMP  Systems 
through  20  sales  offices  located  throughout  the  U.S. 

In  an  effort  to  deliver  quality  systems,  ELCOMP  focuses  heavily  on 
customer  satisfaction,  surveying  customers  regularly  and  responding  to 
their  needs  quickly.  This  interaction  is  the  basis  of  the  company's 
development  and  marketing  efforts,  and  helps  ELCOMP  form  close 
relationships  with  customers.  The  company  is  also  able  to  leverage 
these  customer  relationships  during  the  sales  cycle  for  very  successful 
"reference  selling." 
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Alliances 

ELCOMP  Systems  is  an  Industry  Remarketer  (IR)  for  IBM  PS/2  and 
RS/6000  (AIX)  systems  and  a value-added  reseller  (VAR)  for  Data 
General  AViiON  RISC-based  (UNIX)  and  DASHER  MS-DOS  and 
SCO/UNIX-based  systems. 

Clients 

The  Flexible  Package  is  in  use  by  over  1,200  medical  practices  which 
represent  5,000-plus  physicians. 

Customers  include  group  practices  in  a wide  variety  of  medical 
specialties;  national  medical  organizations,  such  as  a rehabilitation 
center  with  locations  across  the  country;  and  hospitals  who  remarket 
the  Flexible  Package  to  their  staff  physicians. 

Competition 

ELCOMP's  competitors  include  numerous  North  American  firms  that 
market  computer  systems  for  medical  practice  management. 
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ELKE  CORPORATION 

P.O.  Box  41915 
Plymouth,  MN  55441 
(612)  559-9394 


Robert  Nelson,  President 
Private  Corporation 
Total  Employees:  55  (3/92) 
Total  Revenue,  Fiscal  Year  End 
3/31/92:  $5,000,000 


The  Company  Elke  Corporation,  founded  in  1978,  provides  application  software 

products  and  associated  professional  services  for  equipment 
maintenance  management  to  hospitals,  and  manufacturing, 
construction,  transportation,  and  other  companies  whose  operations 
are  dependent  on  specialized  equipment. 

Fiscal  1992  revenue  reached  $5  million,  a 25%  increase  over 
estimated  fiscal  1991  revenue  of  $4  million. 


Key  Products  and  Approximately  85%  of  Elke's  revenue  is  derived  from  its  equipment 
Services  maintenance  management  application  software.  The  remaining 

15%  is  derived  from  associated  support  and  professional  services. 

MAIN/TRACKER  is  Elke's  12th  generation  maintenance 
management  product.  To  date,  over  2,000  systems  have  been 
installed  in  25  industries  worldwide,  supporting  over  50,000  people 
maintaining  more  than  one  million  machines. 

• MAIN/TRACKER  modules  are  available  for  IBM  AS/400, 
System/38,  and  System/36  computers. 

• MAIN/TRACKER  systems  range  in  price  from  $10,000  to 
$88,000  depending  on  the  modules  selected  and  hardware 
supported. 

• MAIN/TRACKER  modules  include: 

- The  Base  System  provides  equipment  specification  and 
tracking,  preventive/corrective  maintenance  tracking, 
component  repair  history  and  cost  tracking,  and  equipment 
cost  tracking. 

- The  Advanced  System  combines  the  Base  System  with  Elke's 
Work  Order  Scheduling  and  Control  System.  The  Work 
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Industry  Markets 


Order  Scheduling  and  Control  System  provides  work  order 
scheduling  for  maintenance  staff  and  monitors  work-in- 
progress status  and  costs. 

- The  Parts  Inventory  and  Purchasing  System,  monitors 
purchasing,  tracks  repair  parts  inventory,  and  supports  bill  of 
materials  functions. 

- TIRE/TRACKER  provides  tire  inventory  controls  (new- 
recap-scrap),  tire  performance  information,  and  comparative 
analyses  by  manufacturer,  size,  ply,  tread,  application  position, 
and  operating  conditions. 

- Automated  Data  Entry  (ADE)  uses  advances  in  bar  code 
technology,  permitting  the  user  to  enter  data  and  commands 
directly  into  Elke  MAIN/TRACKER  systems  using  light  pens 
or  wands  and  handheld  laser  scanners.  With  ADE,  users  can 
enter  parts  and  work  order  information  using  bar  codes,  which 
is  considerably  faster  and  much  more  accurate. 

• Elke  software  is  available  in  English,  Dutch,  French,  German, 
Portuguese,  and  Spanish.  Versions  are  currently  available  for 
IBM  System  36  and  AS/400  systems. 

• Elke  also  provides  documentation,  source  code,  software  support 
(including  hotline  services),  training  for  its  products,  consulting, 
custom  programming,  and  equipment  research  services. 

Professional  services  provided  by  Elke  include  consulting, 
maintenance  requirements  research,  custom  software  development 
for  companies  with  specific  maintenance  requirements. 


Elke  has  clients  in  textiles,  medical,  agriculture,  education, 
pulp/paper,  construction,  utilities,  pharmaceuticals,  food 
processing,  airline/aerospace,  commercial  real  estate,  machinery 
manufacturing,  leather,  mining,  chemicals,  petroleum,  steel/metals, 
transportation,  rubber/plastics,  lumber/forestry,  stones/clay/glass, 
electrical/electronics,  and  automotive  manufacturing. 

Elke  clients  range  from  small  to  large  companies. 
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Geographic 

Markets 


Computer 

Hardware 


Approximately  90%  of  Elke's  revenue  is  derived  from  the  U.S.  and 
10%  from  various  international  sources,  including  Australia, 
Canada,  Mexico,  Ireland,  Europe,  the  Bahamas,  Jamaica,  New 
Zealand,  South  Africa,  New  Guinea,  Malaysia,  Latin  and  South 
America,  India,  and  China. 

Elke  conducts  direct  sales  in  the  U.S.  from  its  headquarters  and  has 
sales  representatives  in  Miami. 

Outside  of  the  U.S.  Elke's  products  are  sold  by  distributors  and 
agents.  Elke  currently  has  22  distributors  internationally. 


Elke  has  IBM  computers  installed  at  its  headquarters  for  research 
and  development  and  customer  support. 
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Enator  AB 


Kronborgsgrand  1 
164  87  Kista 
Sweden 

Tel:  +46  8 632  14  00 

Fax:  +46  8 632  14  20 


President  and  CEO:  Ake  Ply  Vim 

Status:  Public 

Revenue  (FYE  31-12-96):  SEK  4,352  million 

Number  of  Employees  (avg.  1996)  5,004 

Established  1995 

Contents 
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Operations  and  Structure  2 

Company  Strategy  4 
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Acquisitions  and  Alliances  7 
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Key  Points 

• Major  Swedish  software  and  services 
provider 

• Strong  focus  on  telecommunications  through 
prior  mergers 

• Enator’s  largest  customers  are  the  Swedish 
public  sector  and  Ericsson 

• Spun  off  from  Celsius  and  floated  on  the 
Stockholm  Stock  Exchange  in  June  1996 

• Expansion  plans  with  a vision  to  become  a 
leading  IT  provider  in  the  Nordic  countries. 
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Company  Description 

Enator  is  a large  IT  company,  active  in  the 
Nordic  countries  and  Germany.  The  company 
offers  a wide  range  of  IT  products  and  services, 
including  systems  solutions;  application 
packages  and  bespoke  development;  IT 
infrastructure;  support  and  services. 

Enator  was  listed  on  the  Stockholm  Stock 
Exchange  in  June  1996,  thereby  becoming 
independent  from  its  previous  parent  Celsius, 
one  of  Sweden’s  largest  advanced  technology 
companies  with  a large  market  in  the  defense 
industry. 

The  formation  of  Enator  started  in  1991  when 
the  Celsius  Group  acquired  FFV  AB.  This 
acquisition  included  the  Telub  company  and 
brought  expertise  in  telecommunications  and 
military  information  technology  to  the  group. 

In  1992,  Telub  bought  Datcom,  a data-  and 
telecommunications  company  which  provided 
Celsius  with  a large  customer  base  in  both  the 
private  and  public  sectors  and  also  added  a 
nation-wide  network  of  offices. 

In  1994,  Celsius  acquired  “old”  Enator,  an  IT 
consulting  company.  This  acquisition  gave  the 
company  a platform  for  expanding  its 
marketing  efforts  in  the  other  Nordic  countries 
and  Germany.  It  further  increased  the 
company’s  presence  in  the  private  sector. 

At  this  point,  Telub  and  Enator  were  two 
separate  operating  arms  in  the  Celsius  group. 
Dialog,  a company  active  in  the  local 
authorities  and  health  care  markets,  was  also 
added  to  the  equation  in  1994  and  formed 
Celsius’  third  information  technology  arm. 
These  three  arms  were  coordinated  within 
Celsius  Information  Systems. 


The  last  piece  of  the  Enator  AB  was  Adedata 
which  was  acquired  in  the  beginning  of  1996, 
provided  a customer  base  for  financial  systems 
within  the  private  sector.  Following  this 
acquisition,  Celsius  Information  Systems 
changed  its  name  to  Enator  and  the 
preparations  for  the  June  flotation  were  on 
the  way. 

Following  the  flotation,  the  Swedish 
government  is  the  largest  share  holder  with  a 
25%  stake  in  Enator. 

Operations  and  Structure 

During  the  past  two  years,  Enator  has  gone 
through  a re-organisation  process,  that  has 
streamlined  operations  to  better  fit  an 
independent  company. 

Enator  is  organised  into  four  business  areas: 

• System  Solutions 

• Applications 

• Infrastructure  and  Platforms 

• Services  and  Support 

Previously,  the  company  had  a fifth  business 
area,  IT  Management,  which  has  now  been 
incorporated  into  the  remaining  areas. 
Enator’s  international  operations  parallel  to 
these  business  areas,  although  they  for 
reporting  purposes  were  included  in  Systems 
Solutions  in  1996. 

Underlying  all  business  areas  are  Enator 
Partner,  which  holds  the  company’s  activities 
for  developing  long-term  partnerships. 

Exhibit  1 shows  Enator’s  new  organisational 
structure. 
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Exhibit  1 


Enator  AB:  Organisational  Overview 


Source:  Enator  AB 


The  operating  organisation  further  consists  of: 

• Eighty  business  units,  each  with  a discrete 
focus  area  and  P&L  responsibility 

• Eighteen  operating  sectors  (comprising  the 
business  units)  with  responsibility  for 
operating  management,  balance  sheets  and 
income  statements. 

These  units  and  sectors  form  the  four  business 
areas. 

Exhibit  2 provides  an  overview  of  the 
distribution  of  Enator’s  employees  by  business 
area. 


Exhibit  2 

Enator:  Employees  by  Business  Area, 
Year  End  1996 


Business  Area 

Number  of 
Employees 

System  Solutions 

2,247 

incl.  International  Operations 

416 

Applications 

858 

Infrastructure  & Platforms 

1,275 

Services  & Support 

468 

Employees  at  Year  End 

4,887 

Source:  Enator  AB 
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Company  Strategy 

Enator’s  vision  is  to  become  the  leading 
provider  of  IT  solutions  in  the  Nordic  Region. 
The  management  will  through  1997  bring  the 
company  towards  this  goal  through  a focus  on 
the  following  key  areas: 

Growth  in  existing  markets 

Focus  on  core  competencies 

Continued  improvement  of  productivity. 

Enator’s  goal  is  to  increase  its  revenues  by  at 
least  the  market  growth.  For  1997  and  the 
next  few  years,  this  means  that  Enator’s 
management  is  a targeted  a growth  rate  for  the 
company  of  at  least  8-10%.  Acquisitions 
continue  to  remain  part  of  the  growth  strategy. 

During  1997,  Enator  will  continue  to  focus  the 
efforts  of  the  business  areas  on  the  core 
competencies.  The  company  considers  its 
position  in  telecommunications  to  be  one  of  its 
major  competitive  advantages  and  will  further 
develop  this  area  to  sharpen  its  profile  in  the 
market. 

Enator  believes  its  operations  have  a unique 
spirit  of  small  company  within  a large  company 
framework.  While  the  small  company  set-up 
supports  speed  of  action,  the  large  company 
framework  provides  necessary  resources, 
economy  of  scale  and  stability. 

The  small  company  spirit  is  further  supportive 
of  improving  work  methods  and  efficiency 
measures. 


Financial  Information 

For  1996,  Enator  reported  revenues  of  SEK 
4,352  million  ($655  million).  This  represented 
an  increase  of  7%  over  the  previous  year.  Net 
income  for  1996  was  SEK  174  million  ($  26 
million)  compared  with  a loss  of  SEK  242 
million  a year  earlier.  Excluding  the  Group 
contribution  to  Celsius  in  1995,  net  income  for 
this  year  was  SEK  171  million. 


Enator  has  a stated  objective  of  producing  an 
operating  margin,  excluding  amortisation  of 
goodwill,  of  6-7%.  For  1996,  this  margin  was 
slightly  down  at  5.1%  compared  with  5.4%  in 
1995. 


During  1996,  charges  were  taken  for 
restructuring  the  company,  including 
divestment  of  certain  unprofitable  operations. 


The  Systems  & Solutions  and  Applications 
business  areas  each  grew  revenues  by  7%  from 
1995  to  1996,  while  revenues  from  Services  & 
Support  increased  by  only  3%.  Infrastructure 
& Platforms  increased  revenues  by  9%  in  the 
period. 


Exhibit  3 provides  a five-year  overview  of 
Enator’s  financial  results.  Results  for  1992 
through  1994  are  pro  forma  income 
statements.  The  issue  in  1996  provided 
approximately  SEK  500  million  after  issue 
costs. 
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Exhibit  3 


Five-Year  Financial  Summary, 

1992  to  1996,  (SEK  million)  (FYE  31-12) 


Year 

1992* 

1993* 

1994* 

1995 

1996 

Revenue 

2,809 

3,656 

3,731 

4,067 

4,352 

Annual  Growth 

-9.6% 

30.2% 

2.1% 

9% 

7% 

Net  Income  before  amortisation  of 
goodwill  (NBG) 

103 

101 

-132 

222 

221 

Net  Income 

N/A 

N/A 

N/A 

-242 

174 

NBG  as  % of  Revenue 

3.7% 

2.8% 

N/A 

5.5% 

5.1% 

Employees  (average) 

4,083 

4,979 

4,904 

4,690 

5,004 

Revenue  per  employee 

0.688 

0.734 

0.761 

0.867 

0.870 

* Pro  forma  statements  Source:  Enator  AB 


Market  Analysis 

Enator  generates  around  90%  of  its  revenues 
in  Sweden.  Exhibit  4 shows  INPUT’S 
estimates  for  Enator’s  revenues  by  country. 

Exhibit  4 


Exhibit  5 shows  INPUT’S  estimates  of 
Enator’s  software  and  services  revenues  by 
delivery  mode.  INPUT  estimates  that 
around  12%  of  revenues  are  captive. 

Exhibit  5 


Revenues  by  Country, 
1996  ($  Millions) 


Country 

Revenues  in 
S Millions 

Share 

Sweden 

600 

92% 

Norway 

30 

5% 

Finland 

12 

2% 

Germany 

8 

1% 

Denmark 

5 

<1% 

Total  Revenues 

655 

100% 

Source:  INPUT  estimates 
Percentages  are  rounded 


European  Software  and  Services  Revenues 
by  Delivery  Mode,  1996  ($  Millions) 


Delivery  Mode 

Revenues  in 
$ Millions 

Share 

Application  Software 

155 

40% 

Professional  Services 

80 

21% 

Outsourcing 

75 

20% 

Systems  Integration 

40 

10% 

Customer  Services 

35 

9% 

Total  Software  & Services 

385 

100% 

Source:  INPUT  estimates 
Percentages  are  rounded 
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Exhibit  6 shows  Enator’s  software  and 
services  revenues  by  vertical  market.  In  the 
public  sector,  the  company  is  focused  on 
defence,  local  authorities,  central  government 
and  health  care.  In  the  private  sector, 

Enator  has  no  specific  target  segments.  The 
private  sector  represents  the  company’s 
strongest  growth  segment.  During  1996,  the 
largest  growth  areas  for  these  vertical 
markets  related  to  data  communication  and 
IT  consulting. 


Exhibit  6 

European  Software  and  Services  Revenues 
by  Vertical  Market 


Vertical  Market 

Revenues  in 

Share 

$ Millions 

Public  Sector 

215 

56% 

Private  Sector 

170 

44% 

Total  Software  & Services 

385 

100% 

Source:  INPUT  estimates 


Key  Product  and  Services 

The  following  provides  an  overview  of 

Enator’s  key  offerings  by  business  area. 

Systems  Solutions 

The  Systems  Solutions  business  area  is 

involved  in  large-scale  IT  projects,  involving: 

• development  and  implementation  of 
bespoke  systems 

• major  modifications  of  standard 
-t-applications 

• integration  of  standard  and  bespoke 
applications 

• development  of  embedded  systems 

• management,  maintenance  and 
development  of  existing  customer  systems 


• project  management  and  design  resources 
for  development  projects 

• documentation  and  training  of  users. 

Enator  regards  computer-supported 
telephony,  information  security  and  the 
application  of  Internet/Intranet  technologies 
to  be  important  growth  areas  for  this 
business. 

Applications 

The  Applications  business  area  comprises 
general  and  industry-specific  proprietary 
software  products.  The  offerings  include: 

• Cross-industry  applications  software  for 
financial,  payroll  and  personnel 
management  systems 

• Industry-specific  applications  for  targeted 
vertical  markets 

• Standard  software  programs  designed  for 
individual  users. 

Most  of  Enator’s  Applications  customers  have 
multiple-year  contracts,  often  at  fixed  prices. 

Infrastructure  and  Platforms 

Enator’s  products  in  the  Infrastructure  and 
Platforms  business  area  are  focused  on 
communications  solutions  for  data  and 
telephony.  The  products  and  services 
offerings  are: 

• Data  and  telecommunications  equipment 

• Communications  networks 

• Computers  and  peripheral  equipment 

• Databases 

• Development  tools 

• Consulting  services 

• Installations 
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In  Sweden,  Enator  also  has  the  status  of 
telecommunications  operator,  enabling  it  to 
provide  fixed-wire  connections  and  telephony 
services. 

Services  and  Support 

The  Services  and  Support  business  area  is 
concerned  with  on-going  operations  and 
support  functions.  The  offerings  include: 

• Operation  of  local  and  central  IT  platforms 

• Network  operation  and  communications 
services 

• User  support,  both  on-site  and  via 
networks 

• Help  desk  services 

• Technical  support,  service  and 
maintenance 

• Output  operations  and  post-processing 

Enator  has  one  of  the  largest  operations 
centres  in  Sweden,  through  which  it  offers 
customers  outsourcing,  support  and  services 
in  a range  of  different  operating 
environments.  Enator  considers  outsourcing 
and  packages  support  services  to  be  the 
major  growth  areas  for  this  segment. 

The  IT  Management  area,  which  is  now 
incorporated  into  the  four  business  areas 
above  comprises  services  such  as: 

• Operations  analyses  and  change  strategies 

• IT  strategy  consulting 

• Development  of  management  skills  in  IT. 


Acquisitions  and  Alliances 

Recent  acquisitions  and  investments  include: 

• Joint  venture  with  Kraftdata,  Sweden,  to 
develop  systems  for  energy,  water  and 
sewage,  and  refuse  collection 

• Joint  venture  company,  PEBS,  with  the 
Swedish  Post  Office  focusing  on  Electronic 
Trading  in  the  public  sector.  The  public 
sector  in  Sweden  has  been  targeted  to 
deliver  and  handle  95%  of  its  products  and 
services  electronically  by  1998 

• Acquisition  of  N-Data,  Sweden  in 
November  1996.  The  main  reason  for  this 
small  acquisition  was  to  extend  Enator’s 
presence  in  western  Sweden 

• Acquisition  of  Adedata  AB  in  January 
1996.  This  acquisition  added 
approximately  200  employees  to  Enator 
and  increased  the  company’s  private  sector 
customer  base. 

Enator  has  only  during  1996  increased  its 
focus  on  partners  and  alliances  through  its 
Enator  Partner  initiative.  The  company  is 
currently  looking  for  an  alliance  with  a 
telecoms  operator  and  has  entered  into 
negotiations  with  potential  partners. 

Enator  has  a long  standing  relationship  with 
Oracle  around  system  development  and  tools. 
In  February  1997,  this  alliance  was  extended 
to  include  Oracle  Applications. 
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Recent  Projects  and  Major  Clients 

Exhibit  7 shows  a selection  of  Enator’s  major 
clients. 

Recent  projects  include: 

• Best  Western  Hotels — Enator  will  carry  out 
total  IT  installation  of  about  25  hotels  in 
Sweden 


• SAAB  Aircraft — development  of  system  to 
find  and  report  faults  on  aeroplanes 

• Ericsson  Radio  Communications — Enator 
has  been  selected  as  subcontractor  for 
building  a GSM  mobile  phone  system  in 
Poland. 


Exhibit  7 


A Selection  of  Enator’s  Major  Clients 


Sector 

Company 

Defence 

Swedish  Defence  Forces 
Swedish  Air  Force 

Public  Sector 

National  Civil  Defence  Board,  Sweden 
City  of  Gothenburg 

Approx.  60%  of  Swedish  local  authorities 
National  Labour  Market  Board,  Sweden 

Manufacturing 

Volvo 

Scania 

Telecommunications 

Ericsson 

Unisource 

Health  Care 

Karolinska  Hospital,  Sweden 

Transport 

Adtranz  Signal  AB,  Sweden 

Greater  Stockholm  Public  Transport  Company 

Other 

Best  Western  Hotels,  Sweden 
McCann  Erickson 
Norwegian  Sports  Association 
Statoil 

Reuters  Svenska  AB 

Source : Enator  AB 


INPUT  Assessment 

Enator  holds  a very  strong  position  in  its 
domestic  market.  However,  the  company  has 
not  moved  much  closer  to  its  vision  of 
becoming  the  leader  in  IT  solutions  in  the 
Nordic  countries. 


Over  the  past  year,  Enator  has  hardly 
increased  revenues  from  its  international 
business.  Admittedly,  the  flotation  and 
independence  from  Celsius  were  top 
priorities  in  1996.  The  company  has  also 
prioritised  reorganisation  in  the  past  year. 
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However,  there  may  still  be  more 
restructuring  in  the  cards.  The  company’s 
organisation  into  eighty  business  seems  very 
fragmented  and  sends  a diffuse  message  to 
the  market. 

Enator  will  face  some  challenges  in 
expanding  in  the  Nordic  region.  The 
company  will  not  have  the  benefit  of  playing 
in  its  home  market  but  will  increasingly  be 
going  head  to  head  with  the  major  global  and 


European  players.  Strong  alliances  and 
partnerships  could  support  the  expansion 
strategy. 

Undoubtedly,  one  of  Enator’s  major 
competitive  strengths  is  its  expertise  in 
telecommunications  and  the  convergence 
with  IT.  If  the  company  uses  this  advantage 
in  its  marketing  and  partnering  strategy, 
Enator  could  carve  itself  a nice  piece  of  the 
market. 
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ENTEX  Information  Services 


Chairman:  Dort  Cameron 

President  & CEO:  John  McKenna,  Jr. 

6 International  Drive 
Rye  Brook,  NY  10573 
Phone:  (914)935-3600 

Fax:  (914)  935-3650 

Internet:  http://www.entex-is.com 


Status:  Private 

Employees:  5,250  (6/96) 

Revenue:  $2,100,000,000 

Fiscal  Year  End:  6/30/96 


Key  Points 

• ENTEX  Information  Services  (ENTEX)  is  a 
PC  systems  integrator.  The  company 
provides  PC  systems  and  network 
integration,  asset  management,  outsourcing, 
and  professional  services. 

• In  July  1996,  ENTEX  acquired  FCP 
Technologies  Inc.,  an  enterprise  systems 
integrator. 

• In  July  1996,  Microsoft  invested  an 
undisclosed  amount  in  ENTEX,  taking  an 


ownership  position.  The  size  of  the 
investment  was  not  disclosed,  but  it  is 
believed  to  be  less  than  a 5%  interest. 

• In  June  1996,  ENTEX  announced 
agreements  with  Microsoft  and  Compaq  to 
provide  a higher  level  of  network  solutions 
to  Fortune  1000  companies. 

• In  May  1996,  the  company  announced  its 
partnership  with  CONNECT,  Inc.  to  develop 
an  Internet  acquisition  system. 

• In  April  1996,  ENTEX  announced  the 
availabihty  of  Order  Access,  the  company’s 
Lotus  Notes-based  electronic  order 
management  system. 
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• In  February  1996,  ENTEX’s  International 
Alliance  added  Transmarco/Singapore  and 
Migesa/Mexico  as  partners. 

• In  December  1995,  Otsuka  Shokai,  one  of 
Japan’s  largest  systems  integrators  joined 
the  International  Alliance. 

• In  September  1995,  the  company  acquired 
Random  Access,  Inc.,  a supplier  of 
information  technology  solutions  in  the 
Western  U.S. 

• In  January  1995,  ENTEX  acquired  Detroit 
(Ml)-based  integrator,  the  L.E.A.D.  Group. 

Company  Description 

ENTEX  Information  Services  provides 
desktop,  mobile,  and  network  computing 
solutions  for  large  organizations.  The 
company’s  services  encompass  four  primary 
areas  of  expertise:  network  integration,  asset 
management,  acquisition  services,  and  end 
user  support.  ENTEX  is  also  a distributor  of 
desktop  hardware  and  software  in  the  U.S. 

The  company  was  formed  in  August  1993  with 
the  management  and  employee  buyout  of  the 
U.S.  business  of  JWP’s  Information  Systems 
Group. 

ENTEX  uses  a technology  lifestyle  approach 
that  comprises  all  phases  of  the  acquisition, 
installation,  and  support  of  PCs,  software, 
networks,  and  mobile  computing  devices. 

Organization  and  Structure 

Headquartered  in  Rye  Brook  (NY),  ENTEX 
has  60  sales  and  service  locations  in  major 
U.S.  metropolitan  areas.  The  company’s 
National  Integration  Center  is  located  in 
Erlanger  (KY)  and  its  National  Service  Center 
is  in  Mason  (OH). 

Sales  and  service  facilities  are  located  in 
Santa  Clara,  Foster  City,  Sacramento,  Irvine, 


Los  Angeles,  and  San  Diego  (CA);  Redmond 
and  Seattle  (WA);  Portland  (OR):  Denver 
(CO);  Omaha  (NE);  Kansas  City  and  Wichita 
(KS);  Phoenix  (AZ);  Salt  Lake  City  (UT); 
Chicago  (IL);  Cincinnati  and;  Detroit  (MI);  Ft. 
Wayne  and  Indianapolis  (IN);  Columbus  and 
Cleveland  (OH);  Milwaukee  (WI);  Minneapolis 
(MN);  St.  Louis  (MO);  Atlanta  (GA);  Austin, 
Houston,  and  Dallas/Ft.  Worth  (TX); 

Charlotte  (NC);  Ft.  Lauderdale  and  Orlando 
(FL);  New  Orleans  and  Shreveport  (LA); 
Tulsa/Little  Rock  (OK);  Washington  (DC); 
Albany  (NY);  Boston  (MA);  Hartford  and 
Norwalk  (CT);  New  York  and  Rochester  (NY); 
Edison  (NJ);  and  Philadelphia  and  Pittsburgh 
(PA). 

ENTEX  achieves  an  international  reach, 
providing  global  technology  support  through 
its  International  Alliance  which  covers  more 
than  300  worldwide  locations. 

In  April  1996,  the  company  reorganized  its 
product  managers  and  buyers  from  an 
alignment  by  vendor  to  a new  platform- 
oriented  structure. 

• This  new  approach  is  intended  to  provide 
greater  value  for  the  customers  by  focusing 
on  the  client  rather  than  the  vendor. 

• The  “technology  experts”  are  now  organized 
around  CPUs — desktops,  services,  and 
laptops  — and  around  peripherals  and 
complementary  products — printers, 
monitors,  networks,  modems,  mass  storage, 
and  software. 

• Each  group  now  has  its  own  product 
management  team. 

Key  ENTEX’s  executives  are  summarized  in 
the  exhibit  on  the  following  page. 


Page  2 of  9 


INPUT  1996  Reproduction  prohibited. 


ENTEX  Information  Services 
September  1996 


INPUT  Vendor  Profile 


Exhibit 

ENTEX  Key  Executives 


Name 

Title 

John  McKenna,  Jr. 
Bob  Auray 
David  Chemerow 
Phil  Johnson 
Herbert  Foster 
John  Lyons 
Lynne  Burgess 

President  and  CEO 
Chief  Operating  Officer 
Chief  Financial  Officer 
Sr.  VP,  Human  Resources 
VP,  Communications 
VP,  Marketing 
VP  and  General  Council 

Company  Strategy 

ENTEX’s  mission  states  that  “ENTEX  is 
dedicated  to  improving  our  customers’ 


competitiveness  and  profitability  through  the 
effective  implementation  and  management  of 
information  technology.  Our  employee- 
owners  are  committed  to  sustaining  the 
highest  levels  of  quality  and  integrity  in  all 
relationships  with  our  customers,  suppliers, 
and  communities.” 

Financials 

ENTEX’s  fiscal  1996  revenue  was  $2.1  billion, 
an  increase  of  approximately  43%  over 
revenue  of  nearly  $1.5  billion  the  previous 
year. 

A three-year  revenue  summary  is  shown 
below. 


ENTEX  Information  Services 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

6/96 

6/95 

6/94 

Revenue 

$2,100 

$1,470 

$1,200 

• Percent  change  from 
previous  year 

43% 

22% 

N/A 

Acquisitions 

In  July  1996,  ENTEX  acquired  FCP 
Technologies  Inc.  of  Frederick  (MD),  an 
enterprise  systems  integrator. 

• This  acquisition  broadens  ENTEX’s  high- 
end  network  integration  services  and  skills, 
as  well  as  its  product  offering. 

• FCP  Technologies  had  revenue  of  $100 
million  in  1995. 

In  September  1995,  ENTEX  acquired  Denver 
(CO)-based  Random  Access,  Inc.,  a provider  of 
information  technology  solutions,  in  a $22 
million  cash  transaction. 


• The  acquisition  expanded  ENTEX’s  presence 
in  the  Rocky  Mountain  area. 

• The  purchase  also  added  the  training 
services  business  as  well  as 
videoconferencing  and  imaging  expertise. 

• Random  Access  had  annual  revenue  of  $240 
million  prior  to  the  acquisition. 

In  January  1995,  ENTEX  acquired  Detroit 

(Ml)-based  L.E.A.D.  Group,  a provider  of 

integration  services. 

• This  acquisition  provided  ENTEX  with 
expertise  in  Lotus  Notes  and  LAN 
integration. 
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• The  L.E.A.D.  Group  had  revenue  of 
approximately  $25  million  in  fiscal  1995. 

Employees 

As  of  June  30,  1996,  ENTEX  Information 
Services  had  5,250  employees  segmented  as 
follows: 


Marketing  and  sales 900 

Customer  support  and  services  ..  3,600 

Research  and  development 100 

Computer  operations 150 

General  and  administrative 500 

5,250 


Employee  growth  in  fiscal  1996  was 
approximately  49%,  compared  to  50%  in  fiscal 
1995  and  13%  in  fiscal  1994,  respectively. 

Key  Products  and  Services 

Software 

ENTEX  is  a distributor  and  authorized 
reseller  of  software  for  all  the  leading 
manufacturers  including  Microsoft,  Novell, 
and  IBM. 

The  company  provides  asset  management 
services,  based  upon  software  from  ASI  of 
Canada,  including: 

• AssetPRO  v3.0 — A Window  3.x  compatible 
enterprise  management  system  that 
supports  fault  tolerant  data  transfers. 

- AssetPRO  acts  as  a centralized  data 
repository,  collecting  event  data  from 
network  and  system  management,  help 
desk,  and  PC  surveying  tools. 

- The  system  stores  the  calculated  costs  of 
each  event  in  a relational  database. 

• AssetPRO  DCM — A data  collection  module 
for  AssetPRO  that  collects  and  sorts  data 
into  categories. 


- AssetPRO  DCM  identifies  software 
components,  Windows  configuration  files, 
system  files,  and  hardware  components. 

- The  module  is  compatible  with  Windows 
95,  Windows  3.x,  Windows  NT,  OS/2, 
Apple  Macintosh,  and  PC-MS/DOS. 

• AssetRADAR — A data  acquisition  package 
that  works  in  conjunction  with  AssetPRO  to 
track  the  time  used  by  each  application  on  a 
stand-alone  or  networked  PC 

- With  the  collection  of  data,  AssetRADAR 
provides  license-usage  patterns  for 
determining  Volume  Purchase  Agreement 
analysis. 

- Data  can  be  converged  into  the  AssetPRO 
database  enabling  analysis  of  usage 
trends. 

• In  April  1996,  ENTEX  announced  the 
availability  of  Order  Access,  the  company 
Lotus  Notes-based  electronic  order 
management  system. 

- Order  Access  manages  the  order 
requisition  cycle  with  centralized  order 
processing  and  automated  order  routing. 

- The  system  also  provides  resource 
requirements  management  and 
evaluation,  order  status  and  tracking,  and 
electronic  invoices. 

Services 

ENTEX  services  include  configuration,  on-site 
software  installation/network  integration, 
enterprise  software  audits,  centralized  and 
on-site  help  desk  support,  and  volume  license 
management. 

ENTEX’s  service  model  is  based  on  the 
Technology  Lifecycle,  which  begins  with  the 
initial  design  specification  and  acquisition  of 
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technology  products  and  extends  through  the 
support  and  eventual  replacement  of  the  asset 
with  the  new  technology  solution. 

Infrastructure  Services  (core  support  services) 
begin  with  the  design  and  functional 
technology  to  be  implemented. 

• Acquisition  Services — Offering  various 
customized  solutions  to  facilitate  the 
acquisition  process,  including  acquisition 
consulting  services,  on-site  acquisition 
support,  remote  acquisition  support,  and 
Electronic  Data  Interchange  services 

- Account  Information  Management  System 
(AIMS) — A system  for  the  management  of 
PC  acquisitions 

• AIMS  provides  summaries  of  purchasing 
patterns  with  historical  reports  on  its 
client’s  acquisitions  based  on 
information  imported  from  ENTEX’s 
inventory  and  order  management 
systems 

• Reports  provided  through  AIMS  include 
CPU  or  printer  acquisition,  product 
family  acquisition,  total  dollars  invested, 
serial  number  reports,  shipping 
performance  analysis,  and  transactional 
analysis. 

• Integration  Services — F ocusing  on 
installation  and  integration  of  technology 
into  the  existing  enterprise  environment 

• Core  Support  Services — Including  full 
service  maintenance,  warranty,  repair,  help 
desk,  and  moves/adds/changes,  all  offered 
under  ENTEX’s  Dedicated  Resource 
program. 

- SolutionLine  is  ENTEX’s  fee-based  800- 
number  technical  support  service  program 
providing  two  levels  of  support: 


• Basic  Product  Support  provides 
telephone  support  for  most  industry 
standard  shrink-wrapped  applications 
including  word  processors,  spreadsheets, 
presentation  graphics,  electronic  mail, 
databases,  and  basic  operating  systems. 

• Advanced  Product  Support  includes 
Basic  Product  Support  as  well  as  LAN 
and  WAN  functions,  network  operating 
systems,  network  utilities,  bridges, 
routers,  and  getaways.  Support  is  also 
provided  for  electronic  mail 
administration,  data  communications, 
and  PC-to-host  communications. 

• SolutionLine  provides  seven  days  a 
week,  24-hour  per  day  support  for  more 
than  125  software  programs  as  well  as 
proprietary  software. 

- Time  and  Materials  program  offers  on-site 
technical  service  and  support  on  a per- 
incident  basis  or  as  an  on-going  service. 

• Upgrade  Services — F ocusing  on  the 

redeployement  or  retirement  of  assets 

Distributed  Technology  Services  focus  on  the 
implementation  and  management  of  enabling 
technologies  and  their  integration  into  the 
EUC  infrastructure. 

• Network  Design — A consulting  service  for 

designing  networks  which  providing  the 

following  deliverables: 

- Account  profile 

- Pricing  worksheet 

- Proposal 

- Design  Interview  guide 

- Requirements  document 

- Design  document 
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- Acceptance  document 

- Customer  satisfaction  survey 

• Network/Systems  Management — -Providing 
network  performance  baseline  audit  of  the 
network  performance  characteristics.  This 
service  can  also  be  used  for  troubleshooting 
networks  with  ongoing  or  intermittent 
errors 

• Network  Performance  Management 

• Network  Audit — Providing  one-time  or 
periodic  assessment  of  all  physical  and 
logical  components  of  the  network.  The 
audit  includes  the  following  documents: 

- Account  profile 

- Pricing  sheet 

- Proposal 

- Audit  document 

- Acceptance  document 

- Customer  satisfaction  survey 

• Groupware  Support  Services — Offering 
open,  standards-based  technology  and 
infrastructure  support  using  a structured 
methodology  consisting  of  four  phases: 

- Groupware  Analysis 

- Groupware  Infrastructure  Development 

- Groupware  Deployment 

- Management  and  Support 

Business  Services  represents  a customized 
bundled  offering  of  infrastructure  and 
distributed  technology  services. 

ENTEX’s  outsourcing  services  provides 
management  of  more  than  2 million  PCs  in 
the  workplace  and  has  more  than  1,800 


employees  working  on-site  daily  at  customer 
locations. 

National  Integration  Center 
ENTEX’s  ISO  9002  certified  Integration 
Center,  located  in  Erlanger  (KY),  is  the 
company’s  distribution/configuration  facility. 

• The  Integration  Center  houses  all  ENTEX 
inventory,  supports  custom  hardware  and 
software  integrations,  and  provides  light 
manufacturing. 

• The  Center  operates  on  a paperless 
Warehouse  Management  System,  and  uses 
ENTEX’s  upgraded  proprietary  software 
loading  system,  System  Builder,  to  improve 
download  time  and  increase  capacity  and 
speed  of  data  transmission. 

• System  Builder  allows  customers  to  specify 
particular  software  and  network 
requirements  and  have  them  electronically 
downloaded  to  new  systems. 

• Order  fulfillment  procedures  guarantee 
shipping  of  in-stock,  non-configured 
equipment  the  same  day  if  the  order  is 
recovered  before  8 p.m.  Configured  systems 
are  shipped  within  48  hours  of  order  receipt. 

• Of  all  the  configuration  orders,  54%  are 
custom  configurations,  up  20%  over  a year 
ago. 

• Approximately  50%  of  all  product  that 
passes  through  the  Integration  Center 
requires  custom  configuration. 

• Under  the  company’s  Light  Manufacturing 
initiative  to  improve  product  availability 
and  product  lead  times,  ENTEX  is  currently 
assembling  openbay  chassis,  hardfiles,  and 
downloading  the  operating  systems  into 
finished  PC300  series  IBM  models. 
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• In  August  1994,  ENTEX  was  the  first 
company  to  receive  ISO  certification  for 
distribution  and  configuration  of  computer 
products.  ENTEX’s  Integration  Center  has 
since  passed  two  successful  ISO  audits, 
most  recently  in  March  1996. 

National  Service  Center 

ENTEX’s  Service  Center  located  in  Mason 
(OH),  serves  as  a consolidated,  centralized 
services  location.  The  Service  Center  houses 
the  following: 

• A centralized  national  call  dispatch  center 
handling  more  than  18,000  customer  calls 
per  month 

• The  Corporate  Account  Center  providing 
centralized  order  fulfillment  through 
trained  technical  marketing  representatives 

• An  R&D  lab  providing  research,  evaluation, 
and  development  of  proprietary  and  third- 
party  hardware  and  software  offerings 

• A customer  briefing  center  for  strategic 
planning  of  product  rollouts  and  advanced 
IT  implementation  and  services 

• ENTEX  University  which  facilitates  on- 
going national  services  training 

- ENTEX  provides  standardization  and 
quality  programs  for  its  technical 
personnel  that  include  training  and 
certification,  call  flow  standardization, 
and  quality  surveys. 

- ENTEX’s  Customer  Engineers  attend  an 
average  of  90  hours  of  training  per  year 

- ENTEX’s  Systems  Engineers  and 
Consultants  attend  more  than  110  hours 
of  training  per  year. 


Clients 

A sampling  of  ENTEX’s  U.S.  clients  include 
Microsoft,  Intel,  Pacific  Bell,  U S WEST,  ITT, 
Coca-Cola  Co.,  Home  Savings,  Paramount 
Pictures,  Bear  Stearns,  Delta  Airlines,  GE 
Nuclear,  and  Boeing. 

Through  the  company’s  international 
alliances,  global  clients  include  CIGNA,  Best 
Western,  Eastman  Chemical,  Microsoft,  and 
CAP  GEMINI  S.A. 

In  January  1996,  ENTEX  was  awarded  a 
three-year,  outsourcing  contract  with 
Milwaukee  (Wl)-based  United  Wisconsin 
Services,  Inc.  for  PC  acquisition,  desktop 
support,  and  asset  management  services. 

• Under  the  “managed-care”  agreement, 
United  Wisconsin  will  pay  a fixed-price  per 
desktop  for  complete  PC  lifecycle  services, 
including  initial  acquisition  of  hardware  and 
software,  on-going  support,  and 
maintenance. 

• United  Wisconsin  Services  is  a leading 
managed  care  company  and  an  affiliate  of 
Blue  Cross/Blue  Shield  United  of  Wisconsin. 

In  November  1995,  ENTEX  won  a three-year, 
multi-million  dollar  outsourcing  contract  to  be 
Microsoft  Corporation’s  primary  provider  of 
desktop  and  network  support  services  for  the 
Microsoft  Information  Technology  Group. 

• Under  the  terms  of  the  agreement,  ENTEX 
provides  on-site  helpdesk,  desktop,  and 
network  support  services  to  end-users  at  25 
locations  across  the  U.S. 

• Microsoft  also  chose  ENTEX  as  its  sole 
outsourced  help  desk  provider  for  end-user 
hardware  and  software  troubleshooting  in 
the  U.S.  using  45  ENTEX  professionals  in 
Redmond  (WA). 
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Marketing  and  Sales 

ENTEX  markets  it  products  and  services  via 
its  direct  sales  force,  and  distribution  is 
handled  through  the  company’s  Integration 
Center. 

Alliances 

In  November  1994,  ENTEX  established  the 
ENTEX  International  Alliance  Partnership 
that  sells  products,  support,  and  services  to 
international  companies,  and  provides 
members  with  access  to  overseas  markets. 

• The  Alliance  consists  of  exclusive  long-term 
agreements  with  local  market  leaders  to 
provide  consistent  high  quality  hardware, 
software,  and  desktop  services. 

• The  Partnership  covers  more  than  23 
countries,  300  sales  offices,  and  12,000 
employees. 

• The  alliance  currently  consists  of  ENTEX 
(U.S.),  Compugen  Systems  Ltd.  (Canada), 
InfoProducts  Europe  (the  Netherlands) 
Otsuka  Shokai  (Japan),  Spartan  Computers 
(South  Africa),  Transmarco  (Singapore),  and 
Megesa  (Mexico). 

In  addition  to  the  International  Alliance, 
ENTEX  has  recently  formed  the  following 
partnerships: 

• In  July  1996,  Microsoft  invested  in  ENTEX, 
taking  an  ownership  position.  The  size  of 
the  investment  was  not  disclosed,  but  it  is 
believed  to  be  less  than  a 5%  interest. 

• In  June  1996,  ENTEX  entered  into 
agreements  with  Microsoft  Corp.  and 
Compaq  Computer  to  improve  the  quality  of 
network  solutions  provided  to  Fortune  1000 
organizations. 

- Microsoft  is  making  investments  in 
ENTEX  to  facilitate  the  placement  of  150 


dedicated  enterprise  systems  consultants, 
certified  desktop,  BackOffice,  and  product 
development  specialists. 

- These  Microsoft  specialists  will  focus 
exclusively  on  integrating  Microsoft 
Windows  95,  Windows  NT,  Microsoft 
Exchange,  and  BackOffice  products. 

- Compaq  will  work  in  conjunction  with 
ENTEX  to  build  ENTEX’s  infrastructure 
and  increase  demand  for  Compaq-based 
Windows  NT  enterprise  solutions. 

• In  May  1996,  ENTEX  announced  a 
partnership  with  CONNECT,  Inc.,  a 
provider  of  electronic  commerce  software, 
allowing  customers  to  purchase  PC 
equipment  over  the  Internet  with  fully 
secure  transactions. 

- The  partnership  will  include  the  use  of 
CONNECT’s  OneServer  OrderStream 
software,  an  Internet-based  order 
management  application  for  business-to- 
business  electronic  transactions. 

- CONNECT  will  also  handle  hosting 
services. 

• In  January  1996,  ENTEX  and  IBM  Credit 
Corporation,  a major  U.S.  financier  of 
information  technology  and  a wholly  owned 
subsidiary  of  IBM  Corporation,  announced 
an  alliance  allowing  ENTEX  to  offer  clients 
comprehensive  financial  services  at  all 
stages  of  the  PC  lifecycle. 

ENTEX  is  also  an  authorized  reseller  for  all 
the  leading  manufacturers  including  Compaq, 
IBM,  Hewlett-Packard,  Toshiba,  Apple,  and 
Digital. 

In  March  1995,  ENTEX  was  designated  an 
International  Business  Partner  in  IBM’s  new 
international  program. 
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Competition 

ENTEX  is  facing  competition  from  Vanstar 
(formerly  ComputerLand)  for  the  small  and 
medium-sized  accounts,  as  it  evolves  from 
reseller  to  services  provider. 

Traditional  integrators,  such  as  Andersen  and 
EDS,  are  providing  competition  as  they 
migrate  into  the  middle  market. 

ENTEX  is  also  facing  strong  competition  from 
TSS,  which  is  co-owned  by  IBM  and  Eastman 


Kodak  which  had  been  one  of  ENTEX’s 
largest  clients  until  last  year. 

INPUT  Assessment 

ENTEX  feels  its  strengths  include: 

• A focus  on  providing  customer  value 

• Experience  in  the  Fortune  1,000  client  arena 

• The  ability  to  save  customers  up  to  20%  and 
improve  service  levels  by  integrating 
services 
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COMPANY  PROFILE 


ENVOY  CORPORATION 

Two  Lakeview  Place 
15  Century  Boulevard 
Suite  600 

Nashville,  TN  37214 
Phone:  (615)885-3700 
Fax:  (615)885-1292 


Fred  C.  Goad,  Jr.,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  193  (3/92) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $30,019,000 


The  Company  ENVOY  Corporation,  founded  in  1981,  provides  point-of-sale 

(POS)  credit  card  verification,  check  guarantee,  and  cash 
management  transaction  processing  services  to  banks  that  remarket 
these  services  to  their  merchant  customers. 

• Since  May  1989,  ENVOY  has  also  supplied  electronic  capture 
and  transmission  of  pharmacy  insurance  claims  to  third-party 
payors  for  on-line  eligibility  verification  and  validation. 

• As  an  adjunct  to  its  transaction  processing  services,  ENVOY  also 
sells  company-designed  POS  terminals. 

In  May  1991,  ENVOY  made  an  initial  public  offering  of  two  million 
shares  of  common  stock,  of  which  one  million  were  sold  by  the 
company  and  one  million  by  selling  shareholders.  Net  proceeds  to 
the  company  from  the  sale  were  about  $8.7  million. 

ENVOY'S  1991  revenue  reached  $30.0  million,  a 9%  increase  over 
1990  revenue  of  $27.4  million.  Net  income  rose  62%,  from  $4 
million  in  1990  to  over  $6.5  million  in  1991.  A five-year  financial 
summary  follows: 
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ENVOY  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

$30.0 

$27.4 

$22.2 

$16.3 

$12.0 

• Percent  change 
from  previous  year 

10% 

23% 

37% 

36% 

86% 

Income  (loss)  before  taxes 
• Percent  change 

$6.7 

$4.1 

$2.5 

$0.9 

$(0.7) 

from  previous  year 

63% 

66% 

174% 

223% 

72% 

Net  income  (loss) 

• Percent  change 

$6.5 

$4,0 

$2.4 

$0.9 

$(0.7) 

from  previous  year 

62% 

66% 

168% 

223% 

72% 

Earnings  (loss)  per  share 

$0.61 

$0.42 

$0.25 

$0.10 

$(0.09) 

• Percent  change 
from  previous  year 

45% 

68% 

150% 

211% 

311% 

ENVOY  management  attributes  1991  results  to  the  following: 

• Processing  and  associated  support  services  revenue  increased 
$7.3  million,  or  35%,  while  hardware  sales  declined  nearly  73% 
to  $1.8  million,  reflecting  the  company's  planned  shift  away  from 
one-time  hardware  sales  as  ENVOY'S  customer  base  uses  the 
growing  variety  of  POS  devices. 

• The  costs  of  processing  services  as  a percent  of  processing 
services  revenues  declined  to  54%  in  1991,  from  60%  in  1990. 

Revenue  for  the  three  months  ending  March  31,  1992  reached 
nearly  $8  million,  a 23%  increase  over  $6.5  million  for  the  same 
period  in  1991.  Net  income  was  $901,000,  compared  to  $910,000  for 
the  same  period  a year  ago.  Total  transactions  for  the  first  quarter 
increased  28%  to  68.0  million,  from  53.3  million  a year  ago. 

Major  competitors  include  the  following: 

• Independent  processors:  Control  Data,  Sears  Payment  Systems, 
BT  North  America,  J.C.  Penney,  and  First  Data  Resources 
(American  Express) 

• Bank/merchant  affiliates:  NABANCO  (First  Financial 
Management  Corporation),  BuyPass  the  System  (CoreStates), 
and  National  Data  Corporation 

• Bankcard  associations:  MasterCard  and  VISA 
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Key  Products  and 
Services 


Approximately  94%  of  ENVOY'S  1991  revenue  was  derived  from 
transaction  processing  and  associated  support  services  and  6%  from 
the  sale  of  POS  terminals. 


A three-year  source  of  revenue  summary  follows: 


ENVOY  CORPORATION 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Processing  services 

$28.3 

94% 

$21.0 

77% 

$15.9 

72% 

Hardware  sales 

1.7 

6% 

6.4 

23% 

6.3 

28% 

TOTAL 

$30.0 

100% 

$27.4 

100% 

$22.2 

100% 

ENVOY  captures  transaction  data  electronically  at  the  point-of 
service,  delivers  the  data  to  the  appropriate  on-line  processor  for 
authorization  or  verification,  responds  back  to  the  user,  and  stores 
the  data  for  end-of-day  settlement  and  reporting. 

• The  system  automatically  stores  data  at  both  the  point-of-service 
and  host  computers  for  end-of-day  reconciliation,  settlement,  and 
reporting. 

• ENVOY'S  services  may  be  accessed  via  its  proprietary  POS 
terminals,  various  third-party  POS  terminals,  electronic  cash 
registers,  and  PC-based  systems. 

Financial  services  transactions  accounted  for  about  76%,  90%,  and 
98%  of  the  total  transactions  serviced  by  the  company  in  1991,  1990, 
and  1989,  respectively. 

• The  number  of  credit  card  transactions  serviced  by  ENVOY  was 
approximately  192  million  in  1991,  compared  to  168  million  in 
1990. 

■ Services  provided  to  merchants  through  ENVOY'S  financial 
services  customers  include: 
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- Transaction  authorization,  data  capture,  and  settlement 
services  for  merchants  accepting  bank  and  travel  and 
entertainment  cards 

- Point-of-service  processing  for  ATM  cards  and  other  debit 
card  programs 

- Check  guarantee  and  verification  services  through 
organizations  such  as  TeleCheck  and  Telecredit 

- Batch  system  authorization,  data  capture,  and  settlement 
services  for  mail  order  merchants 

- Authorization,  data  capture,  and  settlement  services  for 
electronic  cash  registers  and  PC-based  systems  through  direct 
dial  or  host-to-host  interfaces 

- Specialty  applications,  including  tip  reporting  for  restaurants 
and  retention  of  cardholder  data  and  authorization  response 
for  checkout  in  hotel  applications 

• Clients  include  Bank  of  America,  Bay  Banks  Credit  Corp.,  CFC 
Financial  Services,  National  Westminster  Bank,  Old  Kent  Bank 
and  Trust,  Signet  Bank/Virginia,  and  Wells  Fargo  Bank. 

• Direct  customers  and/or  end  users  through  banks  include 
Bennigan's,  Brown  Shoe  Company,  Chi  Chi's,  Kobacker  Stores, 
Olive  Gardens,  Pennsylvania  Liquor  Control  Board,  Red  Lobster 
Restaurants,  State  of  Florida,  State  of  Virginia,  and  Steak  & Ale. 

ENVOY'S  current  principal  health  care  application  involves  the 
electronic  capture  and  transmission  of  pharmacy  insurance  claims 
to  third-party  payors  for  on-line  eligibility  verification  and 
adjudication.  Health  care  transactions  accounted  for  about  24%, 
10%,  and  2%  of  the  total  number  of  transactions  serviced  by 
ENVOY  during  1991,  1990,  and  1989,  respectively. 

• The  number  of  health  care  transactions  serviced  by  ENVOY 
grew  to  59.8  million  in  1991,  compared  to  19.2  million  in  1990 
and  3.0  million  in  1989. 

• The  company  provides  services  to  over  17,500  pharmacies, 
including  17  of  the  20  largest  chains,  as  well  as  other  health  care 
providers,  including  hospitals  and  physicians. 


Page  4 of  7 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


May  1992 


ENVOY  CORPORATION 


INPUT 


• Services  provided  include: 

- On-line  capture  and  transmission  of  data  to  third-party  payors 
for  eligibility  verification,  primarily  for  pharmacies  and  also 
for  hospitals  and  physicians 

- On-line  delivery  of  pharmacy  insurance  claims  to  third-party 
payors  for  real-time  settlement 

- Direct  link  to  approximately  1,300  third-party  payors  through 
a single  system  with  automatic  translation  to  the  required 
payor  format 

• On  December  31,  1991,  ENVOY  entered  into  a pilot  agreement 
with  Cigna  Healthplan,  Inc.  The  pilot  will  be  conducted  in  50  to 
200  physician  offices  beginning  March  1,  1992  and  will  include 
member  eligibility  verification  and  benefit  determination. 

- After  60  days,  the  pilot  will  be  expanded  to  include  referrals, 
encounters,  and  claims  submission,  along  with  member 
eligibility  verification. 

• ENVOY  has  a cooperative  marketing  agreement  with  the  Health 
and  Benefits  Division  of  Electronic  Data  Systems  (EDS).  The 
agreement,  formed  in  August  1990,  has  not  yet  produced  any 
revenues  for  ENVOY. 

• Clients  include  Fay's,  Jack  Eckerd  Corporation/Eckerd  Drugs  of 
Texas,  KMart,  Phar-Mor,  Revco  D.S.,  Walgreen  Company,  Wal- 
Mart  Stores,  and  Cigna  Healthplan. 

• ENVOY  is  developing  software  and  hardware  to  provide 
electronic  data  capture  and  point-of-service  management 
functions  for  health  care  claims. 

In  the  EDI  market,  ENVOY  is  developing  software  to  provide 
inventory  control  services  to  the  retail  merchandising  market. 

• ENVOY  has  developed  such  a system  for  the  apparel  industry 
and  has  pilot  programs  in  place  with  manufacturers  such  as 
Wrangler  (a  VF  Corporation  subsidiary)  and  Haggar 
Corporation. 

As  part  of  its  electronic  processing  services,  ENVOY  sells  and 
leases  ENVOY-designed  and  third-party  POS  devices. 

Pricing  for  ENVOY'S  services  is  tailored  to  specific  applications. 
Factors  that  affect  pricing  include  the  hardware  involved,  services 
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performed  (authorization,  data  capture,  summaries,  storage,  and 
retrieval),  type  of  transaction  (American  Express,  Visa, 

MasterCard,  etc.),  location,  reporting  requested,  and  volume. 

• ENVOY  generally  provides  services  to  its  customers  under 
contracts  having  terms  of  one  to  three  years. 

• Telephone  customer  support  and  hardware  maintenance  services 
are  also  available. 


Approximately  76%  of  ENVOY'S  1991  transaction  processing 
volume  was  derived  from  financial  institutions  and  24%  from  the 
health  care/retail  industry. 

• ENVOY'S  marketing  strategy  for  the  financial  services  market  is 
to  provide  transaction  processing  to  financial  institutions,  which, 
in  turn,  offer  services  to  their  customers.  ENVOY  does  not 
compete  with  acquiring  banks  by  purchasing  merchant  portfolios 
or  acting  directly  as  a settlement  agent  for  merchant  transactions. 

• ENVOY'S  marketing  strategy  for  the  health  care  market  is  to 
provide  transaction  processing  to  pharmacists,  hospitals, 
physicians,  software  vendors,  claims  processors,  and  third-party 
payors. 

ENVOY  derived  approximately  25%,  25%,  and  35%  of  its  total 
revenue  for  1991,  1990,  and  1989,  respectively,  from  servicing 
merchant  credit  card  transactions  processed  for  CFC  Financial 
Services,  Inc.,  a subsidiary  of  Pittsburgh  National  Bank. 

ENVOY  believes  the  market  for  electronic  transfer  of  federal  and 
state  government  benefits  (including  food  stamps,  welfare,  and 
social  security  benefits)  is  potentially  significant  but  largely 
undeveloped.  The  company  is  attempting  to  establish  contacts  with 
various  government  agencies  to  assist  in  developing  technical 
specifications  for  such  services. 


One  hundred  percent  of  ENVOY'S  revenue  is  derived  from  the  U.S. 
The  company's  only  office  is  in  Nashville. 


Page  6 of  7 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


May  1992 


ENVOY  CORPORATION 


INPUT 


Computer 

Hardware 


ENVOY  has  nine  Stratus  Model  XA2000s  and  four  Data  General 
Model  MV  20000/30000s  installed  in  Nashville  in  support  of  its 
processing  services. 

The  company's  communications  network  consists  of  42  dedicated 
circuits,  31  T-l  facilities,  and  over  550  dial  modem  ports  that 
connect  POS  devices,  a variety  of  data  bases,  and  ENVOY'S  host 
computer  system. 

ENVOY  manages  multiple  leased-line  links  to  credit  card 
companies,  check  guarantee  companies,  third-party  payors,  and 
merchants. 

The  company  uses  various  nationwide  public  communications 
networks,  including  TYMNET,  SprintNet,  TCI,  AT&T,  and  MCI  to 
provide  access  to  virtually  all  potential  domestic  customers. 
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Equifax  Inc. 


Chairman:  C.B.  Rogers,  Jr. 

President  & CEO:  D.W.  McGlaughlin 
1600  Peachtree  Street,  N.W. 

Atlanta,  GA  30309 

C Phone:  (404)  885-8000 

Fax:  (404)  885-8682 

Internet:  http://www.equifax.com 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
14,200  (1/96) 
$1,622,958 
12/31/95 


• On  January  1,  1996,  Daniel  W. 

McGlaughlin,  President,  assumed  the  post  of 
CEO  from  C.B.  “Jack”  Rogers,  Jr.,  who 
remains  with  the  company  as  Chairman. 


Key  Points 

• Equifax  provides  a range  of  services  related 
to  credit  reporting,  check  authorization, 
credit  and  debit  card  processing,  insurance 
underwriting,  and  health  care. 

• In  January  1996,  Equifax  changed  its 
organizational  structure,  consolidating  four 
product  groups  to  three:  Financial  Services, 
Insurance  Services,  and  Healthcare 
Information  Services. 


• During  1995,  Equifax  made  five  acquisitions, 
as  described  in  the  Acquisitions  section,  for  a 
combined  purchase  price  of  $28.2  million. 

• In  December  1995,  the  company  also 
increased  its  ownership  of  DICOM  S.A.  from 
25%  to  50%,  for  a cost  of  $11.5  million. 

• In  July  1995,  Equifax  entered  into  an 
agreement  to  provide  the  first  automated 
credit  reporting  services  in  Portugal. 

• In  March  1995,  the  Equifax  Healthcare 
Information  Services  group  was  established. 
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Company  Description 

Equifax  Inc.,  founded  in  1899  as  a credit 
reporting  agency,  provides  decision  support 
information  and  services  for  customer- driven 
business  transactions  in  the  U.S.,  Canada,  the 
U.K.,  Europe,  and  South  America. 

The  company  is  a leading  provider  of 
information  services  that  help  grant  credit, 
authorize  and  process  credit  card  and  check 
transactions,  market  products,  insure  lives 
and  property,  and  control  health  care  costs. 

In  December  1995  the  company  split  the  stock 
two  for  one.  During  1995,  Equifax 
repurchased  approximately  6,847,000  shares 
of  stock  at  a cost  of  $132,668,000. 

Organization  and  Structure 

Equifax  Inc.,  headquartered  in  Atlanta  (GA), 
is  structurally  a holding  company  for  its 
corporate  subsidiaries  that  conduct  the  actual 
operations  of  the  company.  The  individual 
business  areas  of  the  company  are  conducted 
on  a profit  center  basis  with  self-contained 
functional  integrity,  while  Equifax  Inc. 
continues  to  supply  centralized  overall 
financial,  legal,  public  relations,  and  tax 
services. 

In  1995,  the  company  was  organized  into  four 
major  service  groups — the  Financial 
Information  Services  group,  the  Insurance 
Information  Services  group,  the  International 
Operations  group,  and  the  General 
Information  Services  group. 

In  January  1996,  Equifax  altered  its 
organizational  structure  in  order  to  maximize 
the  company’s  international  development 
while  improving  customer  service  and  product 
innovation.  The  reorganization  eliminated  the 
International  Operations  group  and  gave 
responsibility  for  international  marketing  and 


expansion  activities  to  the  company’s  three 
respective  business  product  groups: 

• Financial  Services  Group  is  a diverse  set  of 
businesses  providing  the  world’s  largest 
consumer  credit  information  service,  and 
processing  and  computer  software  support 
for  credit  card,  debit  card,  and  check 
transactions.  This  group  includes  the  Credit 
Services  and  Payment  Services  divisions. 

- Credit  Services’  primary  business  is 
consumer  credit  information;  it  also 
provides  decision  support  and  credit 
management  services. 

• The  U.S.  Credit  Services  division  is 
comprised  of  five  units — Credit 
Reporting,  Decision  Systems,  Mortgage 
Information,  Risk  Management,  and 
Equifax  National  Decision  Systems. 

• Equifax  Canada  is  comprised  of  three 
divisions — Consumer  & Business  Credit 
Reporting,  Decision  Solutions,  and  Risk 
Management. 

• Equifax  Europe  offers  services  through 
five  divisions — Information  Services, 
Marketing  Services,  Decision  Solutions, 
HPI-Equifax,  and  Infocheck-Equifax. 

• Credit  services  are  provided  in  Spain  and 
Portugal  through  the  company’s  joint 
venture  with  ASNEF,  a consortium  of 
financial  organizations.  Marketing 
services  in  Ireland  are  provided  through 
AN  POST. 

- The  Payment  Services  division  was  formed 
in  July  1995  and  is  comprised  of  three 
units:  Card  Services,  Check  Services,  and 
FBS  Software. 

• Equifax  Card  Services  provides  high- 
volume  transaction  processing  through- 
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out  the  U.S.  It  is  the  largest  full-service 
Visa  and  MasterCard  processing  unit, 
and  is  dedicated  to  supporting  small  and 
medium-sized  financial  institutions. 

• Equifax  Check  Services  provides  check 
authorization  and  guarantee  services, 
primarily  for  retail  industries. 

• FBS  Software  develops,  markets,  and 
supports  software  products  for  credit 
card,  merchant,  and  collection 
processing. 

• Canada  Cheque  Services  is  the  largest 
check  guarantee  service  in  Canada. 

• Transax  is  the  largest  check  guarantee 
service  outside  the  U.S.,  with  operations 
in  the  U.K.,  Ireland,  France,  Australia, 
and  New  Zealand. 

• Equifax  is  continuing  to  migrate  from 
check  guarantee,  which  has  been  its  core 
product,  to  authorization  services. 

• Insurance  Information  Services  works  with 
customers  to  integrate  risk  management 
information  into  their  decision-making 
processes.  Services  are  provided  through 
five  key  areas  of  competency:  Data  Services, 
Medical  Products,  Investigative  Services, 
Commercial  Services,  and  Systems 
Integration. 

- This  group  provides  risk  management  and 
fraud  prevention  information  to  the 
insurance  industry  in  the  U.S.  and  the 
U.K. 

- Automated  and  professional  services  are 
provided  to  life  and  health,  property  and 
casualty,  and  commercial  insurers  for  both 
claims  and  underwriting  purposes. 


- Programming  Resources  Company  (PRC) 
is  an  applications  software  development 
company  in  the  property  and  casualty 
market. 

- Osborn  Laboratories  provides  risk 
assessment  testing  to  the  life  and  health 
insurance  industry  worldwide. 

• Healthcare  Information  Services  focuses  on 
Healthcare  Administrative  Services, 
Healthcare  EDI  Services,  Healthcare 
Analytical  Services,  and  Database  Services 
(Medical  Credentials  Verification  Services). 

Equifax  has  five  reporting  industry  segments 
that  generally  follow  the  company’s  internal 
management  organization,  and  are  based  on 
similarities  in  product  lines  and  industries 
served: 

• Credit  Services,  part  of  the  Financial 
Services  Group,  is  comprised  of  Credit 
Reporting,  Decision  Systems,  Risk 
Management,  Equifax  National  Decision 
Systems,  and  Mortgage. 

- The  principal  class  of  service  for  this 
segment  is  informational  services  for 
consumer  credit  report  purposes. 

- This  industry  segment  includes  Equifax 
Credit  Information  Services,  Inc.  and  its 
wholly  owned  subsidiary,  Credit 
Northwest  Corporation,  and  Equifax 
Marketing  Decision  Systems,  Inc. 

- In  the  fourth  quarter  of  1995,  Equifax 
changed  its  segment  reporting  structure 
by  moving  the  Equifax  National  Decision 
Systems  business  unit  from  the  General 
Information  Services  segment  to  the 
Credit  Services  segment. 
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- In  1995,  this  group  contributed 
approximately  32%  of  Equifax’s  total 
revenue. 

• Payment  Services,  also  a part  of  Financial 
Services,  consists  of  Check  Services,  Card 
Services,  and  FBS  Software. 

- The  principal  class  of  service  for  this 
segment  is  check  guarantee,  credit  card 
processing,  and  check  verification  services. 

- This  industry  segment  includes  Equifax 
Payment  Services,  Inc.  and  its  wholly 
owned  subsidiary  Equifax  Check  Services, 
Inc.,  Equifax  Card  Services,  Inc.,  Light 
Signatures,  Inc.,  Financial  Insurance 
Marketing  Group,  Inc.,  and  First  Bankcard 
Systems,  Inc. 

- In  1995,  this  group  contributed 
approximately  17%  of  Equifax’s  total 
revenue. 

• Insurance  Services  consists  of  Field  Services 
(which  includes  Medical  Products, 
Employment  Services,  Business  Services, 
and  Claims  Services),  Data  Services,  and 
Commercial  Specialists. 

- The  principal  class  of  service  for  this 
segment  is  providing  information  for 
insurance  underwriting  purposes. 

- This  segment  consists  of  various  business 
emits  of  Equifax  Services  Inc.,  Osborn 
Laboratories,  Inc.,  The  Kit  Factory,  Inc., 
Mid- American  Technologies,  Inc.,  and 
Programming  Resources  Company. 

- In  1995,  this  group  contributed 
approximately  32%  of  Equifax’s  total 
revenue. 

• International  Operations  consists  of  Credit 
Services  and  Payment  Services  operations  in 


Europe  and  Canada  as  well  as  Credit 
Services’ joint  ventures  in  Europe  and  South 
America. 

- The  principal  class  of  service  for  this 
segment  is  consumer  credit  reporting. 

- This  industry  segment  consists  of  Acrofax 
Inc.;  Equifax  Canada  Inc.  and  its  wholly 
owned  subsidiaries  Equifax  Canada  (AFX) 
Inc.  and  Telcredit  Canada,  Inc.;  Equifax 
Europe  (U.K.)  Ltd.;  Equifax  Europe  Ltd., 
UAPT-Infolink  pic;  Equifax  South 
America,  Inc.;  and  TecniCob,  S.A.  Also 
included  in  this  segment  are  Transax 
(50.1%  owned),  Scorex  (U.K.)  Ltd.  (49% 
owned),  ASNEF-Equifax  (49%  owned), 
Organizacion  Veraz  (33.3%  owned),  and 
DICOM  (50%  owned). 

- In  1995,  this  group  contributed 
approximately  13%  of  Equifax’s  total 
revenue. 

• General  Information  Services  comprises  the 
newly  acquired  health  care  operations, 
development  projects,  marketing  services 
operations,  and  HISI,  the  lottery  subsidiary. 

- The  principal  class  of  service  for  this 
segment  is  providing  health  care 
information  services. 

- This  segment  includes  Equifax  Healthcare 
Information  Services,  Inc.,  Equifax 
Healthcare  EDI  Services,  Inc., 
HealthChex,  Inc.,  Health  Economics 
Corporation,  Equifax  Government  & 
Special  Systems,  Inc.,  and  High  Integrity 
Systems,  Inc. 

- In  the  fourth  quarter  of  1995,  the  National 
Decision  Systems  business  unit  began 
reporting  to  the  Credit  Services  segment. 
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- In  1995,  this  group  contributed 
approximately  6%  of  Equifax’s  total 
revenue. 

Company  Strategy 

Equifax  is  committed  to  global  information 
leadership  for  the  Information  Age.  The 
company’s  goals  are  market  share  leadership 
in  each  market  that  it  serves;  technological 
leadership  by  being  the  new-product  leader; 
and  superior  financial  performance  by 
creating  shareholder  value. 

The  company’s  strategy  for  obtaining  global 
information  leadership  is  through 
transformational  change.  To  this  end,  Equifax 
has  created  a decentralized  organization, 
increasing  response  time  and  raising  customer 
satisfaction  levels. 

The  company  continues  to  expand  and 
diversify  through  internal  development  and 
strategic  acquisitions,  with  an  emphasis  on 
global  expansion.  In  1995,  global  expansion 
was  achieved  through  capitalizing  on  existing 
ventures  and  acquisitions.  Equifax  Insurance 
Services,  remaining  committed  to  building 
strategic  alliances  that  will  expand  the  reach 
of  its  products,  participated  in  an  alliance  to 
extend  its  access  to  the  automobile  and 
property  insurance  industries. 

The  company’s  reorganization  in  January 
1996  is  designed  to  maximize  its  international 
development  while  improving  customer 


service  and  product  innovation.  Equifax  feels 
that  the  change  in  organizational  structure 
will  strengthen  the  company’s  international 
focus  by  placing  emphasis  for  international 
expansion  within  the  specific  product  groups. 

Financials 

Total  1995  revenue  reached  $1.62  billion,  a 
14%  increase  over  1994  revenue  of  $1.42 
billion.  Net  income  rose  23%,  from  $120.3 
million  in  1994  to  $147.7  million  in  1995. 

A five-year  financial  summary  appears  on  the 
following  page. 

• Acquisitions  and  divestitures  increased  1995 
operating  revenue  by  approximately  3%. 

• During  the  fourth  quarter  of  1995,  Equifax 
received  a $25  million  payment  from  the 
California  State  Lottery  in  connection  with 
the  reinstatement  of  the  lottery  contract 
with  HISI.  This  payment  was  partially 
offset  by  certain  expenses  associated  with 
the  contract,  resulting  in  a net  gain  of  $19.7 
million. 

• During  the  fourth  quarter  of  1995,  Equifax 
also  provided  for  restructuring  charges  of 
$19.6  million. 

Revenue  growth  in  1996,  excluding  any 
acquisitions,  is  expected  to  be  lower  than  that 
of  1995  or  1994,  due  to  the  full-year  impact  of 
1995  acquisitions. 
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Equifax  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$1,622.9 

$1,422.0 

$1,217.2 

$1,134.3 

$1,093.8 

• Percent  change  from 

previous  year 

14% 

17% 

7% 

4% 

1% 

Income  before  taxes  and 

$249.2 

$207.5 

$112.0 

$144.8 

$93.5 

accounting  changes  (a) 

• Percent  change  from 

previous  year 

20% 

85% 

(23%) 

55% 

(17%) 

Net  income 

$147.7 

$120.3 

$63.5 

$85.3 

$5.1 

• Percent  change  from 

(b) 

previous  year 

23% 

89% 

(26%) 

1572% 

(92%) 

Earnings  per  share  (c) 

$0.98 

$0.81 

$0.42 

$0.52 

$0.03 

• Percent  change  from 

(b) 

previous  year 

21% 

93% 

(19%) 

16% 

(92%) 

(a)  Includes  charges  of  $48.4  million  in  1993  for  the  write-down  of  HISI  assets  and  $32.0  million  in  1991 
associated  with  restructuring. 

(b)  Includes  a charge  of  $49.0  million  ($0.30  per  share)  due  to  the  SFAF  No.  106  accounting  change. 

(c)  Restated  to  reflect  two-for-one  stock  split  in  1995. 


Revenue  Analysis  by  Product  / Service 

During  1995,  approximately  32%  of  Equifax’s 
revenue  was  derived  from  Credit  Services, 
17%  from  Payment  Services,  32%  from 
Insurance  Services,  13%  from  International 
operations,  and  6%  from  General  Information 
Services. 

A three-year  source  of  revenue  summary  is 
shown  on  the  following  page. 

• Credit  Services’  revenue  increased  7.6%  in 
1995,  compared  to  11.4%  in  1994. 


- Risk  Management  Services  revenue 
increased  11.5%  as  a result  of  new 
outsourcing  customers  in  the 
telecommunications  and  national  credit 
card  industries,  as  well  as  increased 
government  student  loan  business. 

- Mortgage  Services  revenue  decreased 
14.9%,  despite  an  unusually  high  level  of 
activity  in  the  mortgage  lending  industry 
during  the  last  several  months  of  the  year 
due  to  falling  interest  rates. 


- Revenue  growth  in  1995  was  primarily  due 
to  increases  in  the  prescreening  business 
for  credit  card  issuers,  as  well  as  volume 
growth  in  the  utilities,  mortgage,  national 
credit  card,  and  automotive  industries. 
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- The  Credit  Services  segment’s  principal 
class  of  service  is  informational  services  for 
consumer  credit  report  purposes.  This 
class  of  service  accounted  for  19%  of 
Equifax’s  total  operating  revenue  in  1995, 
20.9%  in  1994,  and  23.6%  in  1993. 


- During  the  fourth  quarter  of  1995,  Credit 
Services  recorded  restructuring  charges  of 
$3.2  million  in  connection  with  the 
consolidation  of  offices  and  reduction  in 
staffing. 


Equifax,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Credit  Services(a) 

$512.7 

32% 

$476.4 

34% 

$427.8 

35% 

Payment  Services 

284.4 

17% 

246.6 

17% 

210.4 

17% 

Insurance  Services 

516.9 

32% 

453.4 

32% 

396.5 

33% 

International  Operations 

211.0 

13% 

143.4 

10% 

97.3 

8% 

General  Information  Services(a) 

97.9 

6% 

102.2 

7% 

85.2 

7% 

Total 

$1,622.9 

100% 

$1 ,422.0 

100% 

$1,217.2 

100% 

(a)  Figures  prior  to  1995  are  restated  to  reflect  the  change  in  revenue  reporting  of  the  National  Decision 
Systems  business  unit  from  General  Information  Services  to  Credit  Services  in  August  1995. 


• Payment  Services  revenue  increased  15%  in 

1995,  compared  with  17%  in  1994. 

- The  acquisitions  of  First  Security 
Processing  Services  (FSPS)  and  FBS 
Software  accounted  for  3.8%  of  the 
increase  in  1995. 

- Check  Services’  revenue  increased  4.5%  in 
1995,  compared  to  an  8%  increase  in  1994. 

- Card  Services’  revenue  grew  24.6%  in 
1995,  compared  to  18%  growth  in  1994 
(excluding  FSPS).  Growth  in  1995  was 
attributed  to  increased  cardholder 
accounts  processed  from  new  customers,  as 
well  as  growth  in  existing  cardholder  and 
merchant  transactions. 


- The  Payment  Services  segment’s  principal 
class  of  service  is  check  guarantee  and 
check  verification  services.  This  class  of 
service  accounted  for  8.6%  of  the 
company’s  total  operating  revenue  in  1995, 
compared  to  9.3%  in  1994  and  10.1%  in 
1993. 

- Equifax  expects  strong  growth  in  the  Card 
Services  area  in  1996  from  a growing 
customer  base  and  an  increase  in  IBAA 
and  CSCU  organization  member  banks 
and  credit  unions. 

- Payment  Services  expects  a modest 
increase  in  1996  revenue,  despite  an 
anticipated  decline  in  Check  Services 
revenue. 
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• Insurance  Services’  revenue  increased  14% 

in  1995,  compared  to  14.3%  in  1994. 

- Revenue  growth  in  1995  was  attributed  to 
the  improved  performance  of  all  business 
units,  acquisitions,  and  increased  Motor 
Vehicle  Records  (MVR)  registry  revenue. 

- Field  Services’  revenue  increased  3.1%, 
compared  to  a decline  of  $3  million  in 
1994.  Growth  in  1995  was  attributed  to 
increased  market  share  in  Medical 
Products  and  continued  growth  outside  the 
traditional  customer  base  in  Employment 
and  Business  Services. 

- Data  Services’  revenue  increased  $5.7 
million  for  1995  as  a result  of  increased 
volume  in  most  product  lines  and  higher 
market  share. 

- MVR  registry  revenue  increased  $19.8 
million  in  1995  due  to  continued  growth  in 
MVR  units. 

- Commercial  Specialists’  revenue  increased 
5.7%  in  1995. 

- The  Insurance  Services  segment’s 
principal  class  of  service  is  providing 
information  for  insurance  underwriting 
purposes.  This  class  of  service  accounted 
for  26.4%  of  the  company’s  total  operating 
revenue  in  1995,  25.9%  in  1994,  and  25.8% 
in  1993. 

• International  Operations’  revenue  increased 

47.2%  during  1995,  compared  to  revenue 

growth  of  47.4%  in  1994. 

- Revenue  growth  in  1995  was  attributed 
primarily  to  significant  acquisition 
activity,  accounting  for  42.7%  of  the  1995 
revenue  increase. 


- Canadian  revenue,  exclusive  of 
acquisitions  and  the  divestiture  of  the  field 
services  insurance  products  business,  fell 
2.2%.  This  was  due  to  lower  revenue 
within  Credit  Reporting  Services  as  a 
result  of  increased  competition  and  a 
slower  Canadian  economy. 

- The  European  operations  revenue  increase 
of  12%  in  1995  (excluding  acquisitions) 
was  attributed  to  market  share  gains  in 
Credit  Services. 

- The  International  Operations  segment’s 
principal  class  of  service  is  consumer  credit 
reporting.  This  class  of  service  accounted 
for  6.3%  of  the  company’s  total  operating 
revenue  in  1995,  6.2%  in  1994,  and  6%  in 
1993. 

- During  the  fourth  quarter  of  1995,  the 
company  recorded  a restructuring  charge 
of  $1.7  million  within  Canadian  operations 
to  reduce  staffing  and  other  fixed 
expenses. 

• General  Information  Services’  revenue  fell 

4%  during  1995,  compared  to  an  increase  of 

approximately  20%  in  1994. 

- The  revenue  decline  in  1995  was 
attributed  to  the  divestitures  of  two  of  the 
company’s  marketing  companies  during 
the  third  quarter. 

- Excluding  the  effects  of  noncomparable 
acquisitions  and  the  two  divestitures, 
General  Information  Services’  revenue 
increased  8.3%  in  1995,  with  Healthcare 
Information  Services  increasing  6.4%. 

- Losses  were  attributed  to  higher  expenses 
associated  with  the  integration  of 
acquisitions  as  well  as  to  lower  than 
expected  Medical  Credentials  Verification 
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Service  (MCVS)  revenues  as  a result  of 
slower  than  anticipated  market 
acceptance. 

- The  General  Information  Services 
segment’s  principal  class  of  service  is 
providing  health  care  information  services. 
This  class  of  service  accounted  for  4%  of 
the  company’s  total  operating  revenue  in 
1995,  compared  to  3.9%  in  1994  and  3.2% 
in  1993. 

- The  company  recorded  a restructuring 
charge  of  $4.4  million  during  the  fourth 
quarter  in  order  to  reduce  staffing  within 
Healthcare  Information  Services,  and  to 
write  off  a discontinued  product  line. 

Interim  Results 

Revenue  for  the  first  quarter  ending  March 
31,  1996  reached  $423.0  million,  a 10% 
increase  over  $384.2  million  for  the  same 
period  in  1995.  Net  income  for  the  period  rose 
25%,  from  $29.5  million  to  $36.8  million  in 
1996. 

• Financial  Services’  revenue  for  the  period 
increased  16%  year  to  year,  to  $264.9 
million. 

- Credit  Services’  revenue  increased  16%, 
primarily  due  to  the  growth  in  Credit 
Reporting  Services,  Credit  Marketing 
Services,  and  Risk  Management.  Credit 
Reporting  Services’  revenue  reflected 
strong  demand  in  the  financial, 
automotive,  mortgage,  and  utilities 
industries. 

- Payment  Services’  revenue  increased  18%, 
led  by  strong  growth  in  Card  Services  and 
FBS. 

• International  Operations  revenue  increased 
12%,  led  by  25%  revenue  growth  in 
European  operations. 


• Insurance  Services  Group  revenue  rose  7%, 
due  in  part  to  the  strong  performance  of 
Data  Services,  CUE  U.K.,  and  Osborn  Labs. 

• The  company’s  financial  results  for  the 
period  also  reflect  the  recording  of  $5  million 
in  revenue  in  connection  with  its  High 
Integrity  Systems,  Inc.  (HISI)  subsidiary’s 
lottery  subcontract. 

• General  Information  Services’  operating 
income  was  $3.2  million,  compared  to  a loss 
of  $1.5  million  during  the  same  period  in 
1995. 

Market  Financials 

Equifax’s  information  services  revenue  is 
derived  from  the  insurance,  banking  and 
finance,  retail,  and  health  care  industries,  as 
well  as  credit  agencies  and  brokers.  The 
company  provides  more  than  100,000 
businesses  with  a variety  of  information 
solutions. 

• The  Credit  Services  segment’s  consumer 
credit  report  services  are  provided  to 
retailers,  banks,  financial  institutions, 
petroleum  companies,  travel  and 
entertainment  card  companies,  auto  finance, 
and  leasing  firms. 

• The  Payment  Services  segment  provides 
check  guarantee,  verification,  and  credit 
card  processing  services  to  national  and 
regional  retail  chains,  banks,  credit  unions, 
savings  institutions,  automobile  dealers  and 
rental  companies,  and  hotels  and  motels. 

• The  Insurance  Services  segment’s 
information  services  are  provided  to  major 
life  and  health  insurance  companies,  as  well 
as  to  property  and  casualty  insurance 
companies. 
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• The  International  Operations  segment 
provides  consumer  credit  reporting  and 
other  financial  services. 

• The  General  Information  Services  segment’s 
health  care  information  services  are 
provided  to  hospitals,  physicians,  managed 
care  organizations,  health  plan  managers, 
insurers,  purchasers  and  payers  of  group 
health  coverage,  and  governmental  agencies. 


Geographic  Markets 

Approximately  87%  of  Equifax’s  1995  revenue 
was  derived  from  the  U.S.,  5%  from  Canada, 
and  8%  from  Europe. 

A three-year  geographic  source  of  revenue 
summary  is  shown  below. 


Equifax,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$1,405.6 

87% 

1,277.2 

90% 

$1,119.9 

92% 

Canada 

78.9 

5% 

78.3 

5% 

76.3 

6% 

Europe 

138.4 

8% 

66.5 

5% 

21.0 

2% 

Total 

$1,622.9 

100% 

$1,422.0 

100% 

$1,217.2 

100% 

Acquisitions 

During  1995,  Equifax  made  five  acquisitions 
that  were  accounted  for  as  purchases,  and  had 
an  aggregate  purchase  price  of  $28.2  million. 

• In  July  1995,  Equifax  purchased  TecniCob 
S.A.,  a Paris-based  provider  of  UNIX-based 
credit  card  processing  solutions  for  financial 
institutions  worldwide.  TecniCob  is  now 
owned  by  Equifax  Europe  (U.K.)  Ltd.,  and  is 
included  in  the  Payment  Services  segment. 

• In  July  1995,  Equifax  also  acquired  The 
Infocheck  Group  Limited,  a provider  of 
commercial  credit  referencing  services  in  the 
U.K.  Headquartered  in  Godmersham, 
Canterbury,  it  too  is  owned  by  Equifax 
Europe  (U.K.)  Ltd.,  and  reports  through  the 
International  Operations  segment. 


• In  April  1995,  the  company  purchased  Glen 
Ellyn  (IL)-based  UCB  Services,  Inc.,  a 
provider  of  mortgage  credit  reports.  This 
operation  is  owned  and  operated  by  Equifax 
Credit  Information  Services,  Inc.,  and  is  part 
of  the  Credit  Services  segment. 

• In  March  1995,  Equifax  acquired  Medical 
Review  Systems,  L.P.,  a health  care  cost 
containment  company  based  in  Atlanta 
(GA).  This  business  is  operated  by  Equifax 
Healthcare  Information  Services,  Inc.,  and  is 
included  in  the  General  Information  Services 
segment. 

• In  February  1995,  the  company  purchased 
Vallance  and  Associates,  Inc.,  a Westerville 
(OH)-based  commercial  inspection  services 
company.  This  operation  is  owned  and 
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operated  by  Equifax  Services  Inc.,  and  is  a 
part  of  the  Insurance  Services  segment. 

During  1995,  through  its  subsidiary  Equifax 
South  America,  Inc.,  the  company  also 
increased  its  ownership  of  DICOM  S.A.  from 
25%  to  50%,  for  a cost  of  $11.5  million. 

DICOM  S.A.  is  a Chilean  credit  reporting 
company  headquartered  in  Santiago,  Chile, 
providing  credit  information  services  in  Chile, 
Colombia,  and  Peru. 

Divestitures 

During  the  third  quarter  of  1995,  Equifax  sold 
its  two  market  research  subsidiaries  in  the 
General  Information  Services  segment,  in 
order  to  focus  more  on  Equifax’s  core 
businesses.  The  sales  resulted  in  combined 
cash  proceeds  of  approximately  $14.9  million. 

• Elrick  & Lavidge  was  sold  to  InterServ,  an 
Atlanta  marketing  research  firm. 

• Quick  Test,  a company  specializing  in 
shopping  center  marketing  interviews,  was 
sold  to  a private  investor. 

During  the  second  quarter  of  1995,  the 
company  sold  its  Canadian  field  services 
insurance  products  business. 

Employees 

As  of  December  31,  1995,  Equifax  had 
approximately  14,200  employees. 

Currently,  the  company  has  approximately 
14,100  employees. 

Key  Products  and  Services 

Products  and  services  provided  by  each  service 
group  are  as  follows: 

Equifax  Financial  Services 

The  Credit  Services  Segment  consists  of 

Equifax  Credit  Information  Services,  Inc., 


Credit  Northwest  Corporation,  Equifax 
Marketing  Decision  Systems,  Inc.,  and,  as  of 
the  fourth  quarter  of  1995,  includes  the 
National  Decision  Systems  business  unit. 

• Credit  Services’  primary  service  is  consumer 
credit  information.  It  also  offers  decision 
support  and  credit  management  services 
designed  to  fit  the  needs  of  each  specific 
customer. 

• Systems  and  services  include  consumer 
credit  reporting  information,  credit  card 
marketing  services,  risk  management  and 
collection  services,  locate  services,  fraud 
detection  and  prevention  services,  mortgage 
loan  origination  information  arid  PC-based 
marketing  systems,  geodemographic 
systems,  and  mapping  tools. 

- The  Decision  Systems  unit  provides 
modeling  and  analytical  services  to  the 
financial,  retail,  telecommunications,  and 
utility  industries,  both  domestically  and 
internationally. 

- In  April  1996,  Equifax  National  Decision 
systems  introduced  new  versions  of  ON- 
CD™,  its  standalone  CD  ROM-based 
market  analysis  data  and  software  line 
that  provides  current  demographic  data 
and  business  statistics.  Pop-Facts® 
provides  1996  estimates  and  projections 
for  2001.  Business-Facts®  ON-CD 
includes  business  counts  for  SIC  codes, 
sales  volumes,  and  employment  size 
ranges. 

- Equifax’s  Decision  Power™  software 
product,  offered  to  financial  institutions,  is 
used  to  qualify  new  applicants  for 
additional  services. 

- In  1995,  Equifax  Business  Geo-Metrics,  a 
subsidiary  of  Equifax  National  Decision 
Systems,  introduced  a business  market 
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forecasting  and  planning  system  called 
Pr  ophetPoint™ . 

- The  National  Telecommunications  Data 
Exchange  is  a database  built  and  managed 
by  Equifax  for  the  eight  largest  long- 
distance carriers  in  the  U.S.  and  more 
than  60  smaller  carriers. 

The  Payment  Services  Segment  consists  of 
Equifax  Payment  Services,  Inc.,  Equifax 
Check  Services,  Inc.,  Equifax  Card  Services, 
Inc.,  Light  Signatures,  Inc.,  Financial 
Insurance  Marketing  Group,  Inc.,  and  First 
Bankcard  Systems,  Inc.  (FBS). 

• Primary  services  in  this  segment  are  check 

guarantee,  check  verification,  and  credit 

card  processing  services. 

- Equifax  Card  Services  offers  flexible  credit 
card  marketing  enhancement,  and  credit 
card  and  debit  card  processing  for  small  to 
medium-sized  banks,  credit  unions,  and 
other  financial  institutions. 

- FBS  Software  develops,  markets,  and 
supports  a portfolio  of  high-end  state-of- 
the-art  mainframe  and  UNIX-based  credit 
card  processing  software  for  major 
financial  institutions:  the  Bankcard 
System  (the  most  powerful  credit  card 
system  on  the  market)  the  Merchant 
System,  and  the  Collection  System  for  all 
consumer  collections. 

- Equifax  Check  Services  includes  on-line 
point-of-sale  check  guarantee.  Its  new 
state-of-the-art  check  management 
system,  PathWaysSM,  expands  Check 
Services  into  the  check  verification 
business. 

- Canada  Cheque  Services  specializes  in 
check  guarantee  services  in  Canada. 


- Transax  provides  electronic  authorization 
and  collection  services  in  the  U.K.,  Ireland, 
France,  Australia,  and  New  Zealand. 

Equifax  Insurance  Services 

The  Insurance  Services  segment  consists  of 
Equifax  Services  Inc.,  Osborn  Laboratories, 
Inc.,  The  Kit  Factory,  Inc.,  Mid-American 
Technologies,  Inc.,  and  the  Programming 
Resources  Company  (PRC). 

• Equifax  is  the  largest  provider  of  risk 
management  and  fraud  prevention 
information  to  the  insurance  industry  in  the 
U.S.  and  the  U.K. 

• Traditional  professional  services  include  life 
and  health  underwriting  reports,  health 
measurements  and  medical  histories,  claims 
investigations,  employment  background 
screening,  public  record  checks,  commercial 
property  evaluations,  and  surveys,  as  well  as 
blood  and  urine  testing  services  from  Osborn 
Laboratories. 

- In  addition  to  providing  traditional 
automated  and  professional  information 
services,  Insurance  Services  offers  decision 
support  and  rule-based  risk  management 
services  under  the  Risk  Management 
2000SM  platform:  Auto  2000  SM, 
Homeowner  2000SM,  Life  2000SM,  and 
Employment  2000SM. 

- Automated  services  include  C.L.U.E.® 
(Comprehensive  Loss  Underwriting 
Exchange)  and  CUE  U.K.SM,  claims 
information  exchanges  in  the  U.S.  and 
Europe;  and  in  the  U.S.,  Motor  Vehicle 
Records  (MVR),  ADD™  (Additional  Drive 
Discovery),  underwriting  information 
through  Life  Plus,  a fraud  prevention  tool, 
Agent  Point-of-Sale,  an  electronic  delivery 
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system,  and  Gen-A-Rate®,  an  automated 
rating  system  developed  by  PRC  for 
commercial  insurers. 

- The  Motor  Vehicle  Record  (MVR) 
Information  System  provides  current 
driver  record  information  to  insurance 
companies. 

- The  Rate/Price  Management  System 
(RPM)  provides  current  rate  and 
classification  information  on  a company’s 
book  of  personal  auto  business.  RPM 
enables  underwriters  to  rate  and  price  new 
and  renewal  policies  based  on  current 
information. 

- The  Comprehensive  Loss  Underwriting 
Exchange  (C.L.U.E.)  is  a database 
exchange  between  property  and  casualty 
insurance  companies  to  provide  and  have 
access  to  prior  claim  history  on 
individuals,  vehicles  or  property  involving 
auto  accidents  and  property  losses. 

- CUE  U.K.  is  a database  product  for  the 
U.K.’s  insurance  industry.  CUE  Home 
was  introduced  in  late  1994,  and  during 
the  fourth  quarter  of  1995,  CUE  Motor 
became  available. 

Healthcare  Information  Services 

This  group  consists  of  the  Healthcare 
Information  Services  and  Equifax  Government 
& Special  Systems  units. 

Healthcare  Information  Services  combines 
Healthcare  Administrative  Services, 
Healthcare  EDI  Services,  Healthcare 
Analytical  Services  (formerly  HealthChex), 
and  Healthcare  Database  Services  (MCVS). 

• Primary  services  include  electronic  claims 
processing,  on-line  eligibility  verification  and 
claim  status,  physician  profiling,  claims 
auditing,  claims  analysis,  administrative 


and  utilization  management,  electronic 
remittance,  pre-admittance  and  hospital  bill 
audits,  and  medical  credentials  verification. 

- Equifax  Healthcare  Administrative 
Services  provides  back-room  functions 
such  as  claims  administration,  analytical 
services,  and  cost  review. 

- MCVS  (Medical  Credentials  Verification 
Service)  is  an  internally  developed 
database  product  that  allows  managed 
care  organizations  and  hospitals  to  verify 
physicians’  credentials. 

- Equifax  Database  Services  offers  the 
Medical  Credentials  Verification  Service  to 
provide  accurate  and  complete  reports  on 
doctors’  professional  histories. 

- The  Peer-A-Med™  software  product, 
provided  by  Equifax  Healthcare  Analytical 
Services,  profiles  physicians’  performance 
and  compares  their  relative  efficiency. 

- AUTO-AUDIT®  is  an  expert  system  that 
identifies  and  corrects  improper  physician 
billing  before  a claim  is  paid. 

Clients 

Equifax’s  clients,  by  service  groups,  include: 

Equifax  Financial  Services 

Credit  Services  credit  and  risk  management — 
the  largest  retailers,  banks  and  financial 
institutions,  telecommunications  companies, 
and  utilities  in  the  U.S.  and  Canada.  In 
Europe  and  South  America,  credit  customers 
include  the  largest  retailers,  banks,  and 
financial  institutions. 

• Other  clients  include  national  and  regional 
retail  chains,  petroleum  companies,  travel 
and  entertainment  card  companies,  auto 
finance  and  leasing  firms,  automobile 
dealers  and  rental  companies,  hotels  and 
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motels,  educational  institutions,  and 
mortgage  lenders. 

• Marketing  services  clients  also  include 
restaurants,  consumer  product 
manufacturers,  and  distributors. 

Payment  Services — Customers  include 
national  and  regional  retail  chains,  banks, 
credit  unions,  savings  institutions,  automobile 
dealers  and  rental  companies,  and  hotels  and 
motels. 

• In  North  America,  customers  include  Chase, 
First  National  Bank  of  Omaha,  Mellon, 
Wachovia,  Mercedes  Benz,  and  Union  Bank. 
In  Canada,  major  customers  include 
Canadian  Imperial  Bank  of  Commerce,  Bank 
of  Nova  Scotia,  and  Groupe  Desjardins.  In 
the  U.K. , clients  include  Barclays  Bank, 
Cooperative  Bank,  NWS,  and  Arab  Bank. 

Equifax  Insurance  Services 

Risk  management  information  systems — 
major  domestic  L&H,  P&C,  and  commercial 
insurance  companies,  as  well  as  independent 
agents. 

Employment  and  background  screening 
services — Major  domestic  companies, 
including  utilities  and  insurers. 

CUE  U.K.,  Home  and  Motor  services — major 
insurers  in  the  U.K. 

Healthcare  Information  Services 

Equifax  Healthcare  Administrative  Services — 
Clients  include  Halliburton,  Aetna,  John 
Hancock,  and  many  of  the  BlueCross/Blue 
Shield  companies. 

Equifax  Database  Services — Customers 
include  Oxford  Health  Plans,  and  Blue 
Cross/Blue  Shield  of  Minnesota 


Equifax  Healthcare  Analytical  Services — 
Clients  include  CIGNA,  Johns  Hopkins  Health 
Plan,  Harvard  Community  Health  Plan,  and 
Empire  Blue  Cross/Blue  Shield. 

Alliances 

Recent  alliances  formed  by  Equifax  include: 

In  March  1996,  Equifax  entered  into  an 
agreement  with  Bankers  Hazard 
Determination  Services  to  supply  “flood  zone 
determinations”  along  with  mortgage  credit 
reporting  products. 

In  March  1996,  Equifax  and  Fair,  Isaac  and 
Company,  Inc.  introduced  a new  insurance 
casualty  loss  score,  which  was  developed  by 
Fair,  Isaac  and  will  be  sold  by  Equifax 
Insurance  Services. 

In  October  1995,  Equifax  Risk  Management 
Services  and  McNeily,  Rosenfeld  and 
Rubenstein,  a Washington,  D.C.  law  firm, 
formed  an  alliance  called  Litigation  Access 
Web.  This  alliance  offers  a collection  and 
litigation  service  that  automatically  transfers 
selected  accounts  from  Equifax  collectors  to  a 
national  on-line  attorney  network. 

In  September  1995,  the  Financial  Services 
Technology  Consortium  (FSTC)-of  which 
Equifax  is  a member-demonstrated  a secure 
purchase  over  the  Internet  using  the  FSTC 
Electronic  Check.  This  was  the  first 
collaborative  effort  by  major  banks  and 
industry  partners  to  develop,  from  inception,  a 
new  financial  standard. 

In  September  1995,  Equifax  Insurance 
Services  and  American  Management  Services 
entered  into  an  agreement  in  which  they  offer, 
electronically,  access  to  key  Equifax 
underwriting  products  to  more  than  14,000 
independent  insurance  agents  and  companies. 
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In  July  1995,  through  ASNEF-Equifax,  the 
company’s  Spanish  joint  venture,  Equifax 
entered  into  an  agreement  with  the 
Association  of  Financial  Companies,  a 
Portuguese  credit  reporting  company,  to 
provide  the  first  automated  credit  reporting 
services  in  Portugal. 

In  1995,  the  Equifax/Insurance  Service  Office 
alliance  established  a marketing  alliance 
providing  joint  access  to  automobile  and 
property  information  offered  by  both 
companies. 

Competition 

Equifax’s  competition,  by  service  groups,  is  as 
follows: 

Equifax  Financial  Services 
Credit  Services — Major  competitors  in  the 
U.S.  consumer  credit  information  market  are 
TRW  and  TransUnion. 

Payment  Services — Card  Services’  primary 
competitors  are  a limited  number  of  credit 
card  processors.  Check  Services  faces 
competition  from  other  check  guarantee 
companies  and  with  check  verification 
systems. 


Equifax  Insurance  Services 

Risk  management  information  systems— 
Equifax  is  the  leader  in  risk  management 
information  for  insurance  companies 
domestically,  yet  faces  competition  from  a 
variety  of  sources. 

Healthcare  Information  Services 

As  Equifax  possesses  a relatively  small  share 
of  the  growing  health  care  market,  it  faces 
strong  competition  from  all  competitors  in  this 
area. 

INPUT  Assessment 

Equifax  feels  that  its  strengths  lie  in: 

• The  breadth  of  its  information-based  product 
and  service  offerings 

• Its  ability  to  cross-sell  these  products  and 
services 

• Its  momentum  achieved  from  five  years  of 
record  growth 

• Its  experienced,  focused  management 
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Ernst  & Young  LLP 
Management  Consulting 


Deputy  Chairman:  Roger  R.  Nelson 

Vice  Chairman:  Terrence  R.  Ozan 

787  Seventh  Avenue 
New  York,  NY  10019 
Phone:  (212)773-6350 

Fax:  (212)773-5682 


Status: 

Parent: 

Employees: 

Revenue: 

Fiscal  Year  End 


Key  Points 

• Ernst  & Young’s  Management  Consulting 
Services  practice  works  with  the  world’s 
largest  corporations  on  business 
improvement  and  transformation  programs 
that  integrate  process  management, 
information  technology  and  organizational 
change. 

• In  early  1995,  Ernst  & Young  underscored 
its  commitment  to  the  SAP  client/server 


=!l  Ernst &Young  llp 


solutions  market  by  uniting  and  expanding 
its  SAP  consulting  capabilities  worldwide. 

• Ernst  & Young  has  shipped  Release  3.0  of 
Navigator  Systems  Series®  Technology  for 
Business  Transformation,  the  company’s 
integrated  set  of  guidelines,  methods  and 
PC-based  tools  for  rapid  applications 
development. 

Company  Description 

Ernst  & Young  Management  Consulting 
Services  provides  a range  of  systems 
integration,  outsourcing  and  consulting 
professional  services  and  applications 
development  tools  to  large  multinational 
companies. 


Practice  Area 
Ernst  & Young  LLP 
8,500 
$1,550,000,000 
9/30/94 
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Ernst  & Young  Management  Consulting 

Services  is  one  of  the  business  lines  of  Ernst  & 

Young  LLP. 

• Ernst  & Young  was  formed  in  1989  by  the 
merger  of  Ernst  & Whinney  and  Arthur 
Young.  The  company  is  one  of  the  six  major 
international  accounting  and  professional 
services  firms. 

• Management  Consulting  Services  is  one  of 
six  businesses  within  Ernst  & Young’s 
Consulting  Services  unit.  Other  Consulting 
Services  areas  include  Business 
Management  Services,  Financial  Advisory 
Services,  Health  Care  Consulting,  Human 
Resources  Consulting  and  Entrepreneurial 
Consulting. 

• In  addition  to  Consulting  Services,  its 
operations  include  Tax;  Audit;  and 
Actuarial,  Benefits  and  Compensation. 

• Ernst  & Young,  with  total  revenue  of  $6 
billion  for  fiscal  1994,  has  a total  of  67,000 
employees  in  600  cities  worldwide. 

Organization  and  Structure 

Ernst  & Young’s  Management  Consulting  unit 

includes  the  following  two  practices  which 

work  closely  together  on  client  projects: 

• Performance  Improvement  (PI)  offers  a 
series  of  methodologies  for  improving 
processes  within  an  organization,  such  as 
change  management  and  total  quality 
processes. 


• Information  Technology  (IT)  Consulting 
provides  a range  of  IT  consulting,  systems 
integration,  application  development  and 
systems  management/outsourcing  services 
to  help  clients  solve  business  problems, 
enable  or  support  business  strategy  and 
accomplish  desired  business  results. 

With  these  two  practices  are  eight  service 
lines  as  follows: 

• Business  Reengineering  Services 

• Knowledge / Information  Management 

• Business  Change  Implementation 

• Outsourcing 

• Systems  Development  and  Integration 

• Technology  Enablement 

• SAP 

• Multimedia 

Ernst  & Young  Management  Consulting 
Services’  key  executives  are  summarized  in 
Exhibit  A on  the  following  page. 

Ernst  & Young  Management  Consulting’s 
thought  leadership  is  divided  into  24 
knowledge  networks  providing  consulting 
services,  proposals  and  leadership  in  areas 
segmented  by  industry,  process  and  service 
line.  These  knowledge  networks  are 
summarized  in  Exhibit  B on  the  following 
page. 
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Exhibit  A 

Ernst  & Young  Management  Consulting 
Practice  Leadership 


Name 

Title 

Roger  R.  Nelson 

Deputy  Chairman,  Worldwide  Consulting 

Terrence  R.  Ozan 

Vice  Chairman,  U.S.  Management  Consulting 

David  Shpilberg 

National  Director,  IT  Consulting 

Robert  D.  Mcllhattan 

National  Director,  PI  Consulting 

John  C.  Avallon 

National  Director,  Strategic  Services  Development 

Exhibit  B 

Ernst  & Young  Management  Consulting 
Knowledge  Network  Leadership 


Industry  Networks 

Process  Networks 

Service  Line  Networks 

Aerospace  & Defense 

Terry  Freeman,  Los  Angeles 

Sales  & Marketing 

Bill  Shulby,  Chicago 

Outsourcing 

Dale  Wartluft,  Chicago 

Electronics 

Brian  Belchers,  San  Jose 

Product/Service  Design 

Rick  Walleigh,  San  Jose 

Business  Change  Implementation 

Mark  Hefner,  New  York 

Insurance 

Mark  Savory,  New  York 

Supply  Chain  Management 

Gene  Tyndall,  Baltimore 

Reengineering 

Lee  Sage,  Cleveland 

Oil  & Gas 

Tim  Crichfield,  San  Francisco 

Order  Management 

Bruce  Miles,  Dallas 

Knowledge  Management 

Chris  Gopal,  Cleveland 

Life  Sciences 

Bob  Hogan,  Indianapolis 

Financial 

Jim  Aselta,  New  York 

Systems  Development/Integration 

Dave  Bonner,  Dallas 

Financial  Services 

Human  Resources/Infrastructure 

SAP 

Alvi  Abuaf,  New  York 

Gary  Von  Glinow,  Chicago 

Marcus  Harwood,  Atlanta 

Utilities 

Nowell  Rush,  Washington 

Executive 

Jim  Burton,  Houston 

Technology  Enablement 

Bill  Herald,  Virginia 

Retail/Consumer  Products 

Multimedia 

Tom  Rauh,  New  York 

Bud  Mathaisel,  Boston 

Telecommunications 

Dan  Trampush,  Washington 

Health  Care 

Jay  Toole,  Atlanta 

Ernst  & Young  Management  Consulting 
September  1995 
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A summary  of  Ernst  & Young  Management 
Consulting’s  service  delivery  is  shown  in 
Exhibit  C on  the  following  page. 

Ernst  & Young  Management  Consulting 
operates  through  approximately  92  offices 
across  the  U.S.  and  Puerto  Rico  and  in  more 
than  600  cities  internationally. 

• U.S.  operations  are  structured  into  two 
regions — Region  1 (East/Great  Lakes)  and 
Region  2 (South/West). 

• International  operations  are  segmented  by 
country  practice.  There  are  40+  country 
practices  outside  the  U.S. 

Company  Strategy 

Ernst,  & Young  Management  Consulting 
strives  to  achieve  rapid  measurable 
improvements  in  performance  through  large- 
scale  initiatives  impacting  people,  processes 
and  technology.  The  consulting  practice  is 
dedicated  to: 

• Investing  in  new  thinking — Developing  and 
delivering  new  management  concepts  and 
practices,  as  evidenced  by  the  firm’s  four 
research  centers — the  Center  for  Business 
Innovation,  the  Center  for  Business 
Transformation,  the  Center  for  Business 
Knowledge  and  the  Center  for  Technology 
Enablement. 

• Leadership  in  reengineering  and  business 
transformation — Working  with  major 
corporations  on  large-scale  business  change 
initiatives,  from  vision  through  every  aspect 
of  implementation  and  pioneering  new 
practices,  methods  and  tools  to  enable 
companies  to  achieve  continuous  innovation. 

• Integrating  people,  processes  and 
technology — Addressing  all  the  major  factors 
of  business  improvement  and  change, 
including  an  organization’s  people,  processes 


and  technology  to  deliver  a fully  integrated 
solution  with  the  highest  probability  for 
success. 

• Global  solutions — Offering  world-class 
management  consulting  services  through 
8,500  professionals  worldwide,  with  highly 
integrated  methodologies,  service  lines  and 
consulting  network  to  ensure  global 
business  solutions  for  international 
companies. 

• Pioneering  new  frontiers  in  organizational 
knowledge — Developing  the  concepts  and 
tools,  including  knowledge  measurement 
tools  and  knowledge  transfer  systems  to 
help  companies  better  manage  knowledge. 

• Rapid  deployment  of  systems  and 
practices — Supporting  fast,  effective 
implementation  of  new  systems  and 
reengineering  business  practices  to 
accelerate  business  change.  Ernst  & Young 
is  creating  a network  of  Advanced 
Development  Centers  nationwide  to  more 
rapidly  deliver  major  business  process  and 
IT  solutions  to  its  clients. 

• Bringing  best  practices  to  busitiesses 
worldwide — Through  work  with  leading 
corporations  and  through  numerous 
nationwide  and  international  studies,  Ernst 
& Young  is  creating  a sophisticated 
knowledge  base  for  best  practices  in  use  by 
leading  businesses  worldwide. 
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Financials 

Ernst  & Young  Consulting  Services’  fiscal 
1994  worldwide  revenue  reached  $1.55  billion, 
a 19%  increase  over  fiscal  1993  revenue  of 
$1.3  billion.  A three-year  revenue  summary  is 
shown  below. 

Revenue  Analysis  by  Product / Service 

Approximately  $570  million  of  Ernst  & 
Young’s  fiscal  1994  revenue  was  derived  from 


U.S.  performance  improvement  and 
information  technology  services,  a 27% 
increase  over  $449  million  for  fiscal  1993. 

It  is  estimated  that  approximately  $425 
million  of  Ernst  & Young’s  fiscal  1994  revenue 
was  derived  from  U.S.  information  technology 
services. 


Ernst  & Young  Consulting 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

9/94 

9/93 

9/92 

Revenue 

$1,550 

$1,300 

$1,000 

« Percent  change  from 

previous  year 

19% 

30% 

N/A 

Market  Financials 

Ernst  & Young  Management  Consulting 
has  industry  expertise  in  the  aerospace  and 
defense,  electronics,  financial  services, 
health  care,  insurance,  life  sciences,  oil  and 
gas,  retail/consumer  products, 
telecommunications  and  utilities 
industries. 


Geographic  Markets 

Approximately  60%  of  Ernst  & Young 
Consulting  Services’  fiscal  1994  revenue 
was  derived  from  the  U.S.  and  40%  was 
derived  from  international  sources.  A two- 
year  summary  of  geographic  sources  of 
revenue  is  shown  below. 


Ernst  & Young  Consulting  Services 
Two-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/94 

9/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

U.S. 

$928 

60% 

$760 

58% 

International 

622 

40% 

540 

42% 

Total 

$1,550 

100% 

$1,300 

100% 

Page  6 of  12 


Ernst  & Young  Management  Consulting 

©INPUT  1995.  Reproduction  prohibited.  September  1 995 


INPUT  Vendor  Profile 


Acquisitions 

In  July  1995,  Ernst  & Young  acquired 
Distributed  Systems  Solutions  International 
(DSSI)  of  Westlake  Village  (CA). 

• DSSI  specializes  in  the  development  and 
deployment  of  complex  applications  using 
Lotus  Notes  and  other  groupware 
products. 

• DSSI  had  15  employees  at  the  time  of  the 
acquisition  and  annual  revenue  of  $5 
million  in  1994. 

• Since  its  inception  in  1990,  DSSI  has 
provided  support  to  thousands  of  domestic 
and  international  Lotus  Notes  users. 
Current  DSSI  clients  include  Kaiser 
Permanente,  American  Savings  Bank,  GE 
Information  Services  and  Bell  Atlantic. 

• The  operations  of  DSSI  will  be  merged 
into  Ernst  & Young’s  Technology 
Enablement  services. 

• The  acquisition  adds  to  Ernst  & Young’s 
expertise  in  technology  enablement  of 
reengineered  business  processes,  systems 
integration,  open  systems  and  qroupware 
integration. 

In  June  1995,  Kenneth  Leventhal  & 
Company  and  Ernst  & Young  merged  to 
form  a new  business  unit  of  Ernst  & 

Young — the  E&Y  Kenneth  Leventhal  Real 
Estate  Group. 

• The  new  unit  combines  the  skills  of  more 
than  2,000  full-time  real  estate 
professionals  to  provide  audit,  tax  and 
consulting  resources  to  the  real  estate  and 
related  financial  services  industries. 

• The  unit  may  expand  its  services  into 
management  consulting. 


In  July  1994,  Ernst  & Young  acquired  Dome 
Systems,  an  Indianapolis-based  consulting 
firm  specializing  in  the  pharmaceutical  and 
fife  sciences  industries.  Dome  Systems 
develops  client/server  systems  for  leading 
pharmaceutical  firms  and  expands  Ernst  & 
Young’s  development  of  systems  for  research 
and  development  for  the  Food  and  Drug 
Administration. 

Employees 

Ernst  & Young  Management  Consulting 
Services  has  approximately  8,500 
consultants  worldwide,  including  4,300 
professionals  in  the  U.S. 

Key  Products  and  Services 

Ernst  & Young  has  structured  its  integrated 
management  consulting  services  on  a 
“portfolio  approach.”  Eight  groups  of 
services  are  selectively  integrated  to  address 
specific  customer  needs.  These  include: 

• Business  Reengineering  Services 

• Knowledge/Information  Management 

• Business  Change  Implementation 

• Outsourcing 

• Systems  Development  and  Integration 

• Technology  Enablement 

• SAP 

• Multimedia 

Business  Reengineering  Services 

Specific  services  provided  within  this  service 
line: 

• Business  process  innovation 

• Performance  measurement 

• Focused  and  continuous  improvement 

• Operations  strategies 

• Improvement  portfolio  prioritization 


Ernst  & Young  Management  Consulting 
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Knowledge /Information  Management 

Specific  services  provided  within  this  service 
fine  include: 

• Knowledge/information  capture, 
representation  and  dissemination 

• Structure  to  support 
knowledge/information 

• Knowledge/information  management 
strategy 

Business  Change  Implementation 

Specific  services  provided  by  this  service 
unit  include: 

• Organizational  analysis  and  design 

• Organizational  change  management 

• Organizational  strategy  alignment 

- Pay  and  performance  alignment 

- Strategic  communications 

- Organization  design  and  development 

- Leadership  development 

- Education  and  training 

Outsourcing 

Specific  services  provided  within  this  service 
line  include: 

• Process  outsourcing 

« Information  technology  outsourcing 

• Outsourcing  assessment  and  strategy 

Ernst  & Young  offers  a range  of  outsourcing 
services  to  large  organizations,  including  the 
management  of  technology  infrastructures 
and  business  processes. 

Systems  Development  and  Integration 

Specific  services  provided  within  this  service 
line  include: 

• Application  of  technology  to 
analysis/design  of  business  solutions 

• Accelerated  systems  development  services 


• Advanced  Development  Center-based 
rapid  development 

• Software  package  selection  and 
implementation 

• Project  management  for  large  systems 
development  and  implementation  projects 

Technology  Enablement 

Specific  services  provided  within  the  service 
line  include: 

• Accelerated  technology  architecture 
definition 

« Legacy  management  services 

• Rapid  technology  assessment 

• Research  into  emerging  technologies 

• Network  consulting 

SAP 

Specific  services  provided  within  this  service 
line  include: 

• COMPOSITE™  global  design 

• Seamless  SAP  global  reengineering 

• Knowledge-based  configuration 

• Implementation  team  training 

• End  user  training 

• SAP  implementation  services 

Ernst  & Young  has  developed  a global 
service  organization  to  help  companies 
implement  SAP’s  R/3  integrated  set  of 
client/server  business  applications. 

In  February  1995,  Ernst  & Young 
announced  a two-fold  expansion  of  is  SAP 
consulting  practice  that  would  be  united 
under  a newly  named  Worldwide  Director  of 
SAP  Services. 

• The  organization  has  more  than  575 
consultants  including  40  partners, 
experienced  in  SAP  applications  in  18 
countries. 
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• Global  consulting  capabilities  for  SAP 
customers  include  business  process 
reengineering,  information  technology, 
industry-specific  expertise,  best  practices, 
tools,  templates  and  personnel. 

• Ernst  & Young  has  established  SAP 
Centers  of  Excellence  to  continue  to  build 
its  SAP  consulting  resources  through 
additional  training,  education,  research 
and  development.  Each  Center  also 
provides  technical  support  and  client- 
directed  training  and  demonstrations. 
Three  additional  Centers  will  open  this 
year  to  increase  the  speed  with  which 
Ernst  & Young  analyzes  customer 
application  opportunities,  deploys  training 
resources  and  transfers  best  practices  and 
new  technologies. 

• Ernst  & Young  has  developed  a worldwide 
process  methodology  for  SAP  projects  at 
its  Center  for  Business  Transformation. 
The  SAP  implementation  methodology — 
called  the  SAP  R/3  Route  Map — is  an 
integrated  part  of  Ernst  & Young’s 
Navigator  Systems  Series  methodology 
which  enables  the  company  to  rapidly 
design  and  implement  SAP  solutions. 

Multimedia 

Specific  services  provided  within  this  service 

line  include: 

• Technology,  entertainment  and 
communications  industry  services 

• Opportunity  analysis 

• Business  strategy  planning 

• Scenario  development 

• Technology  architecture 

• Competitive  assessment 

• Market  analysis 

• Acquisition/joint  venture  advisory  services 

• Industry  restructuring  advisory  services 


Key  Products 

Ernst  & Young  Navigator  Systems  Series® 
Technology  for  Business  Transformation  is  a 
highly  interactive  and  integrated  set  of 
methods  and  tools  for  accessing  portions  of 
Ernst  & Young’s  knowledge  base  on  leading 
practices,  accelerated  application 
development,  project  management  and 
business  process  reengineering. 

• In  February  1995,  Ernst  & Young 
introduced  Navigator  Release  3.0,  which 
covers  the  full  life  cycle  of  business- 
process  reengineering  and  provides 
enhanced  features  for  faster  time-to- 
market,  continuous  process  improvement 
through  feedback  cycles  and  better 
management  of  workgroups  and 
workflows. 

• At  the  core  of  Release  3.0  is  a collection  of 
integrated  PC-based  tools — called  the 
Automated  Methods  Environment™ 

(AME) — that  allows  project  and  process 
managers  to  focus  on  immediate  tasks  and 
track  overall  progress. 

Research  Centers 

To  deliver  world-class  ideas  for  mission 
critical  business  problems,  Ernst  & Young 
Management  Consulting  has  established 
formal  knowledge  management  functions 
designed  to  acquire,  develop  and  deploy  the 
firm’s  collective  “brainpower”  to  its  field 
consultants  and  clients  on  a worldwide 
basis. 

To  that  end,  Ernst  & Young  has  established 
several  international  research  centers  that 
work  closely  together  to  capture  and 
disseminate  knowledge. 

The  Ernst  & Young  Center  for  Business 
Innovation  (CBI)  offers  Ernst  & Young’s 
consultants  and  clients  thought  leadership 
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on  new  and  emerging  issues  and  solution 
approaches.  The  CBI  brings  together 
leading  researchers  and  successful 
managers  to  produce  a greater 
understanding  of  “Horizon  Three”  business 
issues.  That  is,  not  current  state  issues 
(Horizon  One)  or  pending  issues  (Horizon 
Two),  but  the  issues  that  will  begin  to  affect 
business  conduct  in  three  to  five  years. 

The  Ernst  & Young  Center  for  Business 
Transformation  (CBT)  focuses  on  developing 
the  methods,  tools,  techniques  and  training 
needed  to  drive  and  support  Ernst  & 

Young’s  competencies  in  all  management 
consulting  services. 

The  Ernst  & Young  Center  for  Business 
Knowledge  (CBK)  is  the  firm’s  primary 
consulting  knowledge  repository.  The  CBK 
offers  Ernst  & Young  consultants  access  to 
best  practices,  captured  internally  from 
professionals  in  the  field  and  externally 
from  a myriad  of  sources.  Other 
contributions  to  the  CBK  come  from 
publications,  systems  visioning  workshops 
and  the  CBI/CBY  research.  The  CBK 
facilitates  transfer  of  knowledge  back  to  the 
field,  therefore  perpetually  updating  itself. 

The  Center  for  Technology  Enablement  is 
the  high  technology  resource  and 
development  center  of  Ernst  & Young.  The 
mission  of  the  Center  is  to  provide  clients 
with  the  in-depth  technical  expertise  needed 
to  support  the  very  rapid  technology-enabled 
transformation  business  processes.  The 
Center  maintains  world  class  skills  in  a set 
of  key  technology  focus  areas  that  include 
technology  architecture,  technology 
management,  networking  and  distributed 
computing.  In  addition  the  Center  for 
Technology  Enablement  conducts  research 
and  trials  of  emerging  technologies,  advising 


Ernst  & Young  consultants  of  the 

opportunities  and  potential  risks. 

Contracts 

A sample  of  contract  examples  follows: 

• Assisting  in  the  reengineering  of  core 
processes  on  a global  basis  for  a major 
international  automotive  manufacturer. 
These  processes  included  new  product 
development,  order  management, 
production,  after-sale  support  and 
management.  Ernst  & Young  was  also  a 
partner  in  building  the  infrastructure  of 
training,  knowledge  management  and 
information  technology  needed  to  support 
the  improvement  effort. 

• Developing  a plan  for  enterprise-wide 
(excluding  manufacturing)  process 
improvement  (focused  through  innovation) 
for  a leading  global  chemical 
manufacturer.  Ernst  & Young  used  its 
COMPASS  Methodology  to  provide  process 
definition,  process  mapping,  evaluation 
against  Best  Practices,  identification  of 
improvement  potential,  project  definition, 
project  prioritization  and  implementation 
planning. 

• Ernst  & Young  has  helped  develop  an 
organization  process  and  technology 
blueprint  for  the  worldwide  finance 
functions  of  a Fortune  50  worldwide 
financial  services  company.  Eight  figure 
savings  were  identified  and  a series  of 
reengineering  initiatives  were  developed 

• Ernst  & Young  was  engaged  to  assist  a 
major  computer  manufacturer  in  the 
reengineering  of  its  business  processes  in 
the  context  of  SAP  functionality  with  a 
particular  focus  on  implementation  speed 
and  support  for  the  global  nature  of  the 
business. 
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• Ernst  & Young  was  engaged  by  a $1.5 
billion  mutual  health  care  insurance 
company  to  improve  customer  service  and 
position  the  client  more  competitively. 
Ernst  & Young  evaluated  the  current 
performance  management  system, 
identified  a future  vision  of  the  system  and 
developed  a plan  for  transition  to  a new 
system,  conducted  education  in  Total 
Quality  Management  concepts,  developed 
a network  of  corporate  communications  to 
reinforce  and  sustain  desired  behavior  and 
developed  a training  program  for  change 
agents  to  support  them  in  changing  the 
performance  management  system. 

Clients 

Client/server  clients  include  Hewlett- 
Packard,  Compaq,  Hughes,  Amgen,  SoCal 
Gas,  Rockwell,  Intel,  Vanstar,  Genentech, 
Employers  Re  and  Allied  Signal. 

Manufacturing  clients  include  Allied  Signal 
and  Ford. 

Financial  services  clients  include  Key  Corp 
and  American  Express. 

Telecommunications  clients  include 
Southwestern  Bell  and  Atlantic  Bell. 

Retail  clients  include  such  companies  as 
Camelot  Music,  CompUSA,  Hechinger, 
Kmart,  Melville,  RiteAid,  Sears  Roebuck, 
Star  Markets,  Toys  R Us  and  Walgreens. 

Utilities  clients  include  Portland  General 
Electric,  Tampa  Electric,  Florida  Power, 
Transamerica  Insurance,  Charles  Schwab, 
Piedmont  Natural  Gas,  Pacific  Gas  & 
Electric,  Houston  Lighting  & Power,  Long 
Island  Lighting  Company,  Georgia  Power 
and  Southern  California  Gas. 

Ernst  & Young  has  performed  consulting 
services  for  SAP  clients  worldwide.  A 


sample  of  SAP  clients  includes  Adidas, 
AMCC,  Bank  of  Portugal,  Buckeye- 
Cellulose,  Burr-Brown  Corporation,  Galvak, 
Hewlett-Packard  Computer  Systems 
Organization,  International  Management 
Group,  Mobil  Europe,  Rockwell 
Telecommunications,  Samsung  Electronics, 
Steelcase  and  Yamaha  Motor  Corporation 
USA. 

Other  clients  include  EMI  Record  Group  of 
North  America,  IBM,  Intel  and  Apple 
Computer. 

Marketing  and  Sales 

Ernst  & Young  Management  Consulting  has 
a target  account  sales  and  marketing 
strategy.  The  practice  currently  focuses  on 
350  accounts  in  the  U.S.  and  1,000  accounts 
worldwide.  The  firm  strives  to  strengthen 
and  develop  these  relationships  and  is 
beginning  to  offer  shared-risk  engagements 
in  an  effort  to  encourage  business  with  this 
targeted  group. 

Alliances 

Ernst  & Young  Management  Consulting 
Services  has  agreements/alliances  with  a 
range  of  vendors,  including  the  following: 

• Joining  with  Radius  Retail  Ltd.  (a 
software  developer  for  the  retail  industry) 
to  provide  North  American  retailers  with 
the  Retail  System  Architecture — a retail 
business  management  system — and  assist 
in  the  reengineering  and  improvement  of 
retail  business  operations 

• Working  with  IBM  ISSC  to  provide 
outsourcing  services  to  Continental  Bank 
Corp.  of  Chicago 

• Developing  a version  of  EY/Gems,  its 
Global  Expatriate  Management  Systems, 
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for  the  PeopleSoft  HRMS  marketed  by 
PeopleSoft 

• Acting  as  a SAP  global  R/3 
implementation  partner 

• Providing  worldwide  information 
technology  and  performance  improvement 
services  associated  with  the 
implementation  of  Baan  Company’s  Triton 
enterprise  resource  planning  client/server 
software  product 

Competitors 

Ernst  & Young  competitors  include: 

• Niche  players,  such  as  Marathon,  BSG 
Alhance/IT,  Cambridge  Technology 
Partners,  Lante  and  Innovative 
Information 

• Full  service  providers,  such  as  Andersen 
Consulting,  CAP  GEMINI  AMERICA 
Coopers  & Lybrand,  CSC  Consulting, 
Deloitte  & Touche,  KPMG,  Price 
Waterhouse,  SHL  Systemhouse  and  TSC. 

• Other  vendors,  such  as  IBM,  DEC, 
Hewlett-Packard,  Texas  Instruments, 
Sterling  (KnowledgeWare)  and  QAD,  Inc. 


INPUT  Assessment 

Ernst  & Young  considers  its  primary 

strengths  to  be: 

• Speed  in  bringing  measurable  value  to 
clients 

• Offering  integrated  business/technology 
solutions 

• Hardware/software  vendor  independence 

• Strong  industry  skills 

• Strong  client/server  methodology 

• Easy  to  do  business  with 

Challenges  for  the  firm  over  the  coming  year 

include: 

« Managing  rapid  growth 

• Increasing  global  reach  in  Far  East  and 
Latin  America 

• Expanding  services  in  strategy  analysis, 
work  flow  analysis  and  order  processing 

• Applying  expertise  in  data  security  to  the 
rapidly  growing  Internet  user  community 
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Excite,  Inc. 


President  & CEO:  George  Bell 

1091  N.  Shoreline  Blvd. 

Mountain  View,  CA  94043 
Phone:  (415)943-1200 

Fax:  (415)943-1299 

Internet:  http://www.excite.com 


Status:  Public 

Employees:  38  (5/96) 

Revenue,  FYE  12/31/95  : $434,502 

Revenue,  6 mos.  ending  6/30/96:  $3,300,000 


Key  Points 

• Excite,  Inc.  is  a provider  of  Internet 
navigation  services  including  Excite  Search, 
Excite  Reviews,  Excite  City. Net,  Excite 
Live!,  Excite’s  Magellan,  Regional  Editions, 
and  Exciteseeing  Tours. 

• In  October  1996,  Excite  launched 
Exciteseeing  Tours,  a new  service  providing 
a unique  way  to  find  information  on  the 
Internet  through  “tours”. 

• In  September  1996,  Excite  announced  the 
addition  of  Excite  Live!,  a service  that 


delivers  timely,  personalized  information 
from  on-line  magazines  and  newspapers. 

• During  1996,  Excited  entered  into  strategic 
alliances  with  several  vendors,  including 
Intuit,  GeoSystems  Global  Corporation, 
Sega  of  America,  Magellan,  Marimba,  and 
Headbone  Interactive. 

Company  Description 

Excite  develops  and  provides  targeted 
Internet  navigation  services  and  products 
designed  to  allow  consumers,  content 
providers,  and  advertisers  to  interact  more 
effectively  on  the  Web. 

Founded  in  1994  as  Architext  Software,  Inc., 
Excite  seeks  to  develop  and  introduce 
consumer-focused  navigation  services  and 
products  by  combining  its  proprietary 
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navigation  technology  with  its  media 
expertise. 

In  April  1996,  Excite  completed  an  initial 
public  offering  of  two  million  shares  of 
common  stock,  raising  $31.6  million  to  be 
used  for  general  corporate  purposes,  including 
strategic  acquisitions  of  complementary 
products,  businesses,  and  technologies. 

Organization  and  Structure 

Excite  is  headquartered  in  Mountain  View 
(CA).  The  company’s  communications 
hardware  and  a portion  of  its  computer 
software  are  located  in  San  Jose  (CA). 

The  company’s  key  executives  are 
summarized  in  the  following  exhibit: 


Excite,  Inc.  Key  Executives 


Name 

Title 

George  Bell 

President  & CEO 

Brett  T.  Bullington 

Sr  VP,  Marketing  & Sales 

Joseph  R Kraus  IV 

Sr  VP,  Business 
Development 

Cary  H.  Masatsugu 

VP,  Engineering 

Richard  B Redding 

Director  of  Finance,  Acting 
CFO  & Secretary 

Graham  F.  Spenser 

VP,  Technology  & CTO 

James  G.  Bellows 

Executive  Editor 

Stephen  A Childs 

Director  of  Clubs 

Company  Strategy 

Excite’s  objective  is  to  establish  itself  as  the 
leading  branded  media  service  for  day-to-day 
interaction  among  consumers,  advertisers, 
and  content  providers  on  the  Web. 

The  company  seeks  to  continually  understand 
the  behavior  of  its  consumers  as  they  navigate 
and  to  develop  custom  packages  for  individual 
consumer  segments. 


Excite  believes  that  this  customer  focus  and 
the  creation  of  a branded  consumer  experience 
will  allow  it  to  deliver  better  value  to 
advertisers  interested  in  maximizing  their 
advertising  efficiency  and  to  content  providers 
eager  to  expose  their  content  to  consumers. 

The  key  elements  of  Excite’s  strategy  include: 

• Maximizing  consumer  usage  by  increasing 
the  number  of  available  points  of  entry 

• Maintaining  and  extending  the  technology 
leadership  gained  from  the  company’s 
proprietary  technology  for  searching, 
retrieving,  and  indexing  information 

• Expanding  and  enhancing  editorial 
leadership  by  creating  a strong  and  credible 
editorial  voice  on  the  Web  thorough  the 
development  of  the  company  editorial  staff 

• Developing  alliances  with  media  partners 

• Leveraging  the  media  and  technical 
expertise  of  management  and  employees 

Financials 

Revenue  for  1995,  Excite’s  first  full  year  of 
operation,  was  $434,502. 

During  1995,  the  company  reported  an 
operating  loss  of  $10.6  million  ($0.31  per 
share). 

Revenue  Analysis  by  Product / Service 
Approximately  67%  ($291,000)  of  Excite’s 

1995  revenue  was  derived  from  contracts,  and 
the  remaining  33%  ($143,000)  was  derived 
from  advertising. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 

1996  was  $3.3  million,  compared  to  $250,000 
for  the  same  period  in  1995. 
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Excite  reported  a net  loss  of  approximately 
$10.6  million  ($0.98  per  share)  for  the  period, 
compared  to  a net  loss  of  $295,000  ($0.03  per 
share)  during  the  same  period  the  previous 
year.  The  loss  included  a $5  million  pre-tax 
charge  for  Excite’s  designation  as  a “Premier 
Provider”  on  the  Netscape  home-search  page. 

Acquisitions 

In  August  1996,  Excite  acquired  Sausalito 
(CA)-based  McKinley  Group.  Inc.,  parent  of 
the  Magellan  navigation  service  and  creator  of 
the  Magellan  On-Line  Guide,  for  $18  million 
in  stock. 

• This  acquisition  positioned  Excite  as  the 
second  largest  Internet  search  and  directory 
service,  and  merged  the  two  largest  editorial 
staffs  in  the  industry. 

• Excite  now  owns  two  of  the  five  Premier 
Provider  links  on  the  Netscape  Net  Search 
page. 

• The  transaction  was  accounted  for  as  a 
pooling  of  interests. 

In  November  1995,  Excite  acquired  certain 
assets  of  City. Net,  a Portland  (OR)-based 
developer  of  automated  software  systems  for 
managing  content  and  links  over  the  Internet, 
for  approximately  $534,000. 

Employees 

As  of  March  31,  1996,  Excite  had  38  full-time 
employees,  segmented  as  follows: 


Marketing  and  sales 12 

Research  and  development 14 

Operations 5 

Finance  and  administration 7 


38 

Key  Products  and  Services 

Excite  provides  a suite  of  navigation  services 
for  consumers  seeking  to  access  and  use  the 

Excite,  Inc. 

October  1996 


World  Wide  Web  and  also  provides  its  Excite 
Web  Server  (EWS)  navigation  product  to 
content  providers  who  want  to  increase 
visibility  on  the  Web. 

Consumer  Services 

Excite  offers  a suite  of  navigational  services 
that  targets  the  mass  market  of  Internet 
consumers,  various  topical  and  regional 
affinity  groups,  and  individual  users.  All  of 
Excite’s  consumer  services  are  available  free 
of  charge  to  consumers. 

NetSearch  pennits  users  to  find  Web  content 
by  searching  on  Excite’s  index  of  over  1.5 
million  Web  documents. 

• Users  can  navigate  from  Excite’s  main  Web 
database  or  the  Usenet  News  and  Usenet 
Classifieds  databases. 

• NetSearch  is  targeted  at  a mass  market 
audience  of  Internet  customers,  and  geared 
to  helping  users  find  content  on  the 
Internet. 

• Excite’s  proprietary  navigation  technology 
provides  the  following  enhanced  searching 
and  browsing  capabilities: 

- Concept-based  searching,  permiting 
consumers  to  find  documents  relevant  to 
their  query 

- Browsing  tools,  consisting  of  query-bv- 
example,  allowing  consumers  to  find 
similar  documents  to  their  initial  query, 
and  automatic  abstracting  technology, 
which  creates  a summary  of  a Web 
document 

- Distributed  spider  data  collection 
technology  which  periodically  updates  the 
company’s  indices 
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NetDirectory  offers  consumers  a subject- 
oriented  catalog,  with  over  55,000  Web  site 
reviews  in  16  subject  categories. 

• Targeted  at  the  mass  market  of  Internet 
consumers  in  addition  to  smaller  affinity 
audiences,  NetDirectory  allows  consumers 
to  find  reviews  by  browsing  a series  of 
categories  and  subcategories  or  by  searching 
directly  using  Excite’s  concept-based  search 
technology. 

• Excite  intends  its  reviews  to  help  narrow 
information  choices  to  high  quality  Web 
sites  and  to  present  information  in  an 
entertaining  style. 

City. Net  is  a guide  that  combines  the  features 
of  an  atlas,  gazetteer,  and  almanac,  in 
addition  to  local  guide  books  and  newspapers. 

• Targeted  at  geographic  affinity  groups, 
City.Net  helps  users  locate  regional  content 
using  a geographically  organized  database 
which  is  continually  updated  to  provide 
access  to  information  on  travel, 
entertainment,  local  business,  government, 
and  community  services  for  a number  of 
major  cities  and  regions  throughout  the 
world. 

Personal  Excite  enables  consumers  to  create  a 
personal  profile  used  to  define  and  monitor 
favorite  NetDirectory  categories,  receive  briefs 
on  personally  selected  categories  of  Reuters 
news  articles,  monitor  stock  quotes,  check 
local  movie  times,  and  receive  updates  on  local 
weather. 

• Consumers  can  customize  their  own 
interfaces  to  Excite’s  NetSearch  service, 
allowing  them  to  define  and  access 
frequently  used  searches,  favorite  URLs, 
and  links  to  a number  of  popular  daily 
columns  on  the  Web. 


Excite  Live ! delivers  information  from  on-line 
magazines  and  newspapers,  working 
autonomously  to  gather  and  deliver  timely 
Web  content  based  on  the  individual’s  pre- 
defined interests. 

• Excite  Live!  provides  updated  information 
regularly  throughout  the  day,  delivering 
news,  sports  scores,  stock  quotes,  and 
weather  reports,  as  well  as  daily  Web 
reviews  and  columns  from  Excite’s  editorial 
team. 

• The  service  also  scans  the  Web  several 
times  a day,  including  more  than  300  top 
Web  sites  containing  the  New  York  Times, 
Business  Week  magazine,  the  Hollywood 
Online  entertainment  site,  and  various 
newsfeeds. 

Exciteseeing  Tours,  introduced  in  October 
1996,  is  a new  service  that  provides  “tours” 
written  by  Excite’s  editorial  team,  magazine 
editors,  celebrities,  and  the  Internet 
community,  to  provide  information  and  links 
to  help  users  find  specific  “how  to” 
information. 

• There  are  currently  more  than  225  tours 
available,  organized  by  category,  and 
including  themes  such  as  “Fixing  Your 
Credit  Rating,”  “The  Clowns  of  Silent  Film.” 
and  “Patenting  Your  Invention.” 

Content  Provider  Services 
Excite  Web  Server  (EWS),  when  installed  on  a 
Web  site,  helps  visitors  quickly  search  and 
browse  the  content  contained  on  that  site. 

Currently  available  free  of  charge,  EWS  is 
based  on  the  company’s  proprietary 
navigational  technology,  including  its  concept- 
based  retrieval  and  browsing  tools. 
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Advertising 

Prior  to  October  1995,  Excite  derived  its 
revenue  from  contracts,  which  consisted 
primarily  of  custom  product  development  and 
consulting.  In  October,  1995,  Excite  began 
selling  advertising  space  on  its  Web  sites. 

The  company  generally  enters  into 
agreements  with  its  advertising  customers 
under  which  Excite  guarantees  a minimum 
number  of  impressions  for  a fixed  fee.  The 
company  charges  higher  per-impression  fees 
for  advertising  products  that  target  a 
particular  audience.  List  prices  for 
advertising  ranges  from  $25  to  $50  per 
thousand  impressions  (CPM). 

Advertisements  on  the  Excite  service  are 
banner  or  billboard  style  advertisements  and 
are  displayed  on  the  interface  of  all  Excite 
navigation  services. 

Excite  offers  a variety  of  advertising  programs 
that  enable  advertisers  to  target  their 
audiences  at  various  levels  of  market 
segmentation:  mass  market  placement, 
affinity  placement,  and  individual  placement. 

• General  Rotation — A program  that  allows 
advertisers  to  reach  a large  number  of  Web 
consumers.  Advertising  banners  rotate 
through  well-trafficked  Excite  pages, 
including  the  main  NetSearch  and 
NetDirectory  pages  and  NetSearch  result 
pages.  The  General  Rotation  program 
delivers  a high  volume  of  mass  market 
consumers  and  provides  frequent  exposure 
to  advertisers. 

• City. Net — A program  that  allows 
advertisers  to  direct  advertisements  to 
geographical  affinity  groups. 

• Keywords — Excite’s  keyword  program  offers 
advertisers  an  opportunity  to  target  specific 


audience  by  assigning  ad  banners  to  certain 
key  words  or  concepts. 

• Personal  Excite — Advertisers  can  deliver 
finely  targeted  messages  to  groups  of 
individuals. 

Clients 

Excite’s  clients  include  Internet  Service 
Providers  (ISPs),  educational  institutions, 
telecommunications  operators,  and  on-line 
service  vendors. 

A sampling  of  clients  includes  MPS/UUNET 
Communication  Services,  MCI 
Telecommunications,  NETCOM,  America 
Online,  University  of  Washington,  Apple 
Computer,  Ohio  Supercomputer  Center,  and 
SURAnet. 

Marketing 

Excite’s  marketing  strategy  includes 
increasing  market  penetration  by  attracting 
new  consumers  through  increased  visibility  on 
Internet  access  points.  The  company  targets 
large,  frequently  used  areas,  including  Web 
sites  such  as  that  operated  by  Netscape,  and 
Internet  gateways  from  on-line  services  like 
America  Online  and  CompuServe. 

The  company  also  targets  midsized  and 
smaller  access  points  such  as  relatively  well- 
subscribed  ISPs,  including  NETCOM  On-Line 
Communication  Services,  and  popular  Web 
sites  operated  by  Intuit. 

Excite  also  purchases  on-line  advertising  on 
popular  Web  sites  such  as  Netscape,  Time 
Warner’s  Pathfinder  and  ESPN  sportszone, 
and  traditional  print  advertising  in  popular 
Internet-related  consumer  publications  like 
Wired  magazine. 
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Advertising  and  Sales 

Advertising  has  been  sold  primarily  though  a 
combination  of  a direct  sales  force  and  Double 
Click,  a Mountain  View-(CA)-based 
advertising  sales  agency.  The  company  is 
currently  expanding  its  in-house  advertising 
sales  force,  based  in  San  Francisco  (CA)  and 
New  York  (NY). 

A sampling  of  companies  who  advertise  on 
Excite  include  AT&T,  MCI,  NYNEX,  IBM, 
Microsoft,  Netscape,  Barnes  and  Noble, 
CyberCash,  PC  Flowers,  Hearst  New  Media, 
Encyclopedia  Brittanica,  and  Honda. 

Alliances 

A key  element  of  Excite’s  business  strategy  is 
to  enter  into  relationships  with  both  Internet 
access  points  and  content  providers. 

The  company  has  entered  into  a number  of 
strategic  alliances,  including  distribution 
alliances,  which  provide  Excite  access  to  a 
wider  user  base,  and  media  alliances,  which 
are  intended  to  help  the  company  provide 
specific  content  to  affinity  groups. 

Distribution  Alliances 
Excite  has  entered  into  distribution 
agreements  with  providers  of  Internet  access 
in  order  to  increase  user  traffic  to  its  services, 
including  the  following: 

• Excite  has  an  agreement  with  Netscape 
Communications  under  which  the  company 
is  designated  as  one  of  the  five  “Premier 
Providers”  of  search  and  navigation  services 
accessible  from  the  “Net  Search”  button  on 
the  Netscape  home  page. 

• America  Online  features  a co-branded 
version  of  the  Excite  service  as  one  of  the 
premier  Internet  search  and  directory 
services  for  AOL  members. 


• In  July  1996,  Excite  and  GeoSystems  Global 
Corporation  announced  a distribution 
agreement  to  provide  Internet  users  with 
access  to  GeoSystems’  MapQuest’s 
interactive  worldwide  mapping  solution. 

• In  May  1996,  Excite  and  Sega  of  America 
entered  into  an  agreement  to  jointly  develop 
custom  search  and  directory  services  for 
Sega  Saturn  NetLink,  an  Internet-ready 
video  game  console.  Under  the  agreement, 
Excite  is  the  exclusive  navigation  partner, 
applying  its  proprietary  Web-navigation 
technology  and  branded  media  services. 

Media  Alliances 

Excite  has  entered  into  strategic  alliances  to 
strengthen  its  service  and  product  offerings 
and  to  build  brand  awareness.  The  company 
engages  in  technology  licensing,  revenue 
sharing,  syndication,  co-branding,  regional 
development,  and  access  point  arrangements. 
Among  others,  media  alliances  include: 

• In  October  1996,  Excite  and  Marimba  Inc. 
announced  the  Excite  Channel  Guide,  a 
comprehensive  directory  of  channels  on  the 
Web  including  their  content,  descriptions, 
reviews,  and  multimedia  previews,  using 
Marimba’s  Castanet  technology.  Castanet  is 
an  enabling  technology  that  developers  can 
use  to  create  and  distribute  full-featured 
media  applications  over  the  Internet  or 
corporate  intranets. 

• In  October  1996,  Excite  and  Headbone 
Interactive  announced  a strategic 
partnership  to  offer  classrooms  and  families 
Headbone’  Netscapade,  a game  designed  to 
enable  users  to  exploit  the  research 
potential  of  the  World  Wide  Web. 

• In  August  1996,  Excite  and  Intuit  formed  an 
alliance  to  bring  “the  best”  financial 
information  on  the  Internet  directly  to 
Intuit’s  Quicken  users. 
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• In  April  1996,  Excite  announced  an 
agreement  in  principle  with  Virtual  City,  a 
rapidly  growing  Internet-related  magazine 
partially  owned  by  Newsweek  magazine, 
whereby  Excite  will  take  a one  percent 
equity  position  in  Virtual  City  and  run 
Virtual  City  ad  banners  on  its  Web-site  with 
a link  to  Virtual  City  subscription  services. 
Virtual  City  would  display  Excite’s  logo  on 
the  cover  of  every  issue  of  Virtual  City 
through  the  end  of  1998. 

• Excite  has  a regional  service  agreement 
with  the  Los  Angeles  Times  under  which  the 
company  produces  a Southern  California- 
focused  version  of  Excite  linked  to  the  LA 
Times  Web  site. 

• Excite  has  an  agreement  with  Tribune 
Media  Services  (TMS)  providing  TMS  with 
exclusive  worldwide  syndication  rights  to 
Web  review  columns  from  the  Excite 
editorial  staff. 

• Excite  has  a licensing  agreement  with 
International  Data  Group  under  which 
Excite  licensed  to  IDG  searching  and 
indexing  technology  in  exchange  for  a fee. 

• Excite  has  a non-exclusive  licensing 
agreement  with  Reuters  under  which  Excite 
is  provided  general  news  in  seven  categories 
for  use  on  one  of  the  company’s  services, 
including  Excite  and  Personal  Excite. 

Under  the  agreement,  Excite  shares  with 
Reuters  a portion  of  the  advertising  revenue 
generated  from  ads  displayed  along  with 
Reuters  content. 

Competition 

The  primary  competitors  of  Excite’s  services 
and  products  are  Internet  search  and  retrieval 
companies  such  as  Infoseek,  Lycos,  Open  Text 
and  Yahoo!,  and  specific  search  and  retrieval 
services  and  products  offered  by  other 
companies  such  as  America  Online’s  Web 
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Crawler  and  Digital  Equipment  Corporation’s 
AltaVista. 

Excite  also  competes  indirectly  with  services 
from  other  database  vendors  such  as  Lexis- 
Nexis,  Dialog,  and  other  companies  that  offer 
information  search  and  retrieval  capabilities 
with  their  core  database  products. 

INPUT  Assessment 

Excite’s  strengths  include: 

• It’s  increased  presence  on  the  Netscape  Net- 
Search  page  resulting  from  the  McKinley 
Group  acquisition 

• The  company’s  proprietary  search 
technology 

• An  extensive  media  staff 

• Company  management’s  experience  in 
technology  and  media 

Future  challenges  include: 

• Developing  advertising  capabilities  to 
increase  revenue  base  and  movement 
toward  profitability 

• Competition  from  vendors  in  a variety  of 
industries 

• Expanding  services  to  further  attract 
consumers  and  advertisers 
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□ New  Entry 

Please  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

1.  GENERAL  INFORMATION 


□ Revised 


Vendor  Name: 


Address: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Phone: 


Title 


Title 


Type  of  Ownership: 

□ Public  □ Subsidiary 

□ Private  □ Division 

Parent  Corporation 

Subsidiaries: 

Annual  revenue  $ Fiscal  Year  Ending  / / 

Mo  Day  Yr 

— or — Revenue  Range: 

□ Under  $1  Million  □ $10-20  Million 

□ $1-5  Million  □ $20-40  Million 

□ $5-10  Million  □ Over  $40  Million 

What  percent  growth  did  the  company  experience  over  the  previous  year? % 

What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 

II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1. 

Application  Software  Products 

% 

5.  VARs/Tumkey  Systems 

% 

2. 

Systems  Software  Products 

% 

6.  Professional  Services 

% 

3. 

Processing  Services 

% 

7.  Systems  Integration 

% 

4. 

Network  Services 

% 

8.  Systems  Operations 

% 

TOTAL 

100% 

CVDIR 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


Industry-Specific 

Cross- Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1.  

2.  

3.  

Any  acquisitions? 

Submitted  by: Date: 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 
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INPUT  VENDOR  ANALYSIS  PROGRAM 
DIRECTORY 


□ New  Entry 

Please  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

I.  GENERAL  INFORMATION 


□ Revised 


Vendor  Name: 


Address: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Phone: 


Title 


Title 


Type  of  Ownership: 

□ Public  □ Subsidiary 

□ Private  □ Division 

Parent  Corporation 

Subsidiaries: 

Annual  revenue  $ Fiscal  Year  Ending / / 

Mo  Day  Yr 

— or — Revenue  Range: 

□ Under  $1  Million  □ $10-20  Million 

□ $1-5  Million  □ $20-40  Million 

□ $5-10  Million  □ Over  $40  Million 

What  percent  growth  did  the  company  experience  over  the  previous  year? % 

What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 

II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1. 

Application  Software  Products 

% 

5.  VARs/Tumkey  Systems 

% 

2. 

Systems  Software  Products 

% 

6.  Professional  Services 

% 

3. 

Processing  Services 

% 

7.  Systems  Integration 

% 

4. 

Network  Services 

% 

8.  Systems  Operations 

% 

TOTAL 

100% 

CVDIR 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


Industry-Specific 

Cross-Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1.  

2. 

3.  

Any  acquisitions?  

Submitted  by: Date' 

Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 
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INPUT  VENDOR  ANALYSIS  PROGRAM 
DIRECTORY 


□ New  Entry 

?lease  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

W I.  GENERAL  INFORMATION 


□ Revised 


Vendor  Name: 
Address: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Phone: 


Title 


Title 


Type  of  Ownership: 

□ Public 

□ Private 

Subsidiaries: 


Annual  revenue  $ 


— or — Revenue  Range: 

□ Under  $1  Million 

□ $1-5  Million 

□ $5-10  Million 


□ Subsidiary 

□ Division 
Parent  Corporation 


Fiscal  Year  Ending 


Mo 


Day 


Yr 


□ $10-20  Million 

□ $20-40  Million 

□ Over  $40  Million 


What  percent  growth  did  the  company  experience  over  the  previous  year? 
What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 


% 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue 


1.  Application  Software  Products  % 

2.  Systems  Software  Products  % 

3.  Processing  Services  % 

4.  Network  Services  % 


is  derived  from  the  following  delivery  modes: 


5.  VARs/Tumkey  Systems  % 

6.  Professional  Services  % 

7.  Systems  Integration  % 

8.  Systems  Operations  % 


TOTAL  100% 


CVDIR 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 
cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 


Industry-Specific 

Cross-Industry 
Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1. 

2.  

3.  

Any  acquisitions?  


Submitted  by: 


Date: 


Please  put  INPUT  on  your  mailing  list  and  send  product  literature. 

Thank  You. 
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INPUT  VENDOR  ANALYSIS  PROGRAM 
DIRECTORY 

□ New  Entry 

P’ease  provide  as  much  data  as  known.  Partially  complete  forms  are  welcome. 

I.  GENERAL  INFORMATION 

Vendor  Name: 

Address: 


□ Revised 


Phone: 


CEO/President: 

Name 

Key  Contact: 

Name 

Total  Employees: Year  Founded: 

Company’s  Primary  Business: 


Title 


Title 


Type  of  Ownership: 

□ Public 

□ Private 


Subsidiaries: 


□ Subsidiary 

□ Division 
Parent  Corporation 


Fiscal  Year  Ending 


Annual  revenue  $ 

Mo 

r — Revenue  Range: 

□ Under  $1  Million  □ $10-20  Million 

□ $1-5  Million  □ $20-40  Million 

□ $5-10  Million  □ Over  $40  Million 

What  percent  growth  did  the  company  experience  over  the  previous  year? 
What  percent  of  your  revenue  is  derived  from: 

U.S.  % Canada  % 

Europe  % Asia/Pacific  % 

Other  International  % 


/ 


Day 


Yr 


% 


II.  PRODUCTS  AND  SERVICES 

What  percent  of  your  U.S.  revenue  is  derived  from  information  services  (as  defined  by  the  eight 
service  modes  listed  below)? % 


What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  delivery  modes: 


1.  Application  Software  Products  % 

2.  Systems  Software  Products  % 

3.  Processing  Services  % 

4.  Network  Services  % 


5.  VARs/Tumkey  Systems  % 

6.  Professional  Services  % 

7.  Systems  Integration  % 

8.  Systems  Operations  % 

TOTAL  100% 


CVDIR 
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What  percent  of  U.S.  information  services  revenue  is  derived  from  the  following  industry-specific/ 

cross-industry  markets?  (If  percentages  are  not  available,  please  indicate  applicable  areas  with  an 
X”.) 


Industry-Specific 

Cross- Industry 

Application  Solutions 

Banking  and  Finance 

% 

Accounting 

% 

Services  (accountants, 

Engineering/Scientific 

% 

lawyers) 

% 

Education  and  Training 

% 

Distribution 

% 

Human  Resources 

% 

Discrete  Manufacturing 

% 

Office  Systems 

% 

Education 

% 

Planning  and  Analysis 

% 

Federal  Government 

% 

Sales/Marketing/Other 

% 

Insurance 

% 

SUBTOTAL 

% 

Local  Government 

% 

Manufacturing 

% 

Medical 

% 

(Industry-specific  + cross-industry 

= 100%) 

Process  Manufacturing 

% 

Personal/Consumer  Services 

% 

Retail  Distribution 

% 

State  Government 

% 

Telecommunications 

% 

Transportation 

% 

Utilities 

% 

Wholesale  Distribution 

% 

Construction/Agriculture 

% 

SUBTOTAL 

% 

Please  briefly  describe  any  alliances/joint  ventures  your  company  has: 

1. 

2. 

3. 

Any  acquisitions? 

Submitted  by: Date: 
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